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PREFACE 


This study represents the combined collaborative work of the members 
of the USAID Economic Planning Division. Generous assistance was provided 
by other USAID offices, as well as by the U.S, Embassy's Economic Section 
and Agricultural, Commercial, and Miherals Attaches. While every reasonable 
precaution was taken to assure accuracy, none of the contributors can accept 
responsibility for remaining errors. Policy suggestions are those of the 
individual contributors and do not necessarily represent the official views 
of the USAID Mission. They are presented in order to stimulate constructive 
discussion of ways and means to stimulate and promote Turkish- exports. 

To increase earnings from exports is a first priority if Turkey is to 
become self-reliant in the relatively near future. Export earnings projected 
in this study for 1972 imply a low growth rate of 4.5 percent per annum and 
a high growth rate of 8 percent per annum for the period 1967-1972. Need¬ 
less to say, even the higher rate of growth is less than Turkey should be 
able to achieve with a maximum effort. Given the less than sanguine out¬ 
look for concessional aid from abroad, it may be hoped that a maximum effort 
will be forthcoming,. If it is not, the momentum of Turkish economic devel¬ 
opment may be adversely affected. 


Kenneth M. Kauffman 
Assistant Director 
Economic Planning & Program 
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I. Introduction, Summary and Conclusions 

A. Introduction and Summary 

This study of Turkish exports grew directly out of a desire to'consider 
the implications of the emphasis placed in Turkey's Second Five Year Plan on 
industrial exports. The Plan's projections for industrial exports are suffi¬ 
ciently ambitious to invite debate on whether they can be met or how they can 
be met. This study complements earlier work undertaken by the Mission on 
Turkish exports, which emphasized agricultural commodities. The findings of 
that earlier USAID staff paper^/ have been reviewed and revised in light of 
developments during the past year and a new set of projections has been made. 
The major new work, however, has been concentrated in two areas: (l)' an exami 
nation of firms which have an existing or potential capacity for exporting 
manufactured goods and (2) and examination of the Government institutions and 
incentives for exporting. 

In seeking to discover what changes would be necessary to produce a rapid 
increase in manufactured exports, Mission economists have talked extensively 
with Turkish businessmen in Istanbul, Izmir, and Adana over a period of more 
than three months. Interviews have also been conducted with various agencies 
and institutions concerned with exports, including the State Planning Organiza 
tion, the Ministry of Commerce, and local Unions of Exporters. In addition, 
the Mission drew on information available in the U.S. Embassy's Economic 
Section and benefited from the,advice and assistance of the U.S. Commercial 

Attache, Norman W. Getsinger. 

- - - — • • - - - — — 1~ 

l/ A. D. Redding, Turkish Exports : Problems and Opportunities , USAID/Ankara 
March 1967. 
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It has not been possible, given available staff resources, to conduct the 
kind of definitive survey of firms that would yield answers to questions 
concerning international price competitiveness, plant capacity, financial 
structure, etc. The judgements contained in this paper are necessarily impres¬ 
sionistic. However, in view of the extensive number of interviews which have 
been conducted (see Annex B), it is hoped that the judgements are by and large 
sound. 

This paper looks at two basic questions regarding Turkish exports. One 
is the possibility for expanding the volume of exports. The second is the 
possibility for changing the structure of Turkish exports, with particular 
emphasis on a switch from agricultural to manufactured items. In examining 
these issues, it rapidly became clear that structural change would require 
considerable revision of current public policy. 

Section II presents quantitative date on the existing pattern of Turkey's 
exports ($523 million in 1967) by commodity, destination, and season; and then 
examines the export targets included in the Second Five Year Plan in the light 
of a pair ("low" and "high") of detailed projections for 1972 made by USAID/ 
Ankara (described in detail in Annex A). The SPO target is midway between our 
two projections for 1972 in the aggregate ($653 million for our "low" projec- 

1 * , - > < * < V 

tion and $768 million for our "high" projection). With respect to the composi¬ 
tion of the aggregate, however, the SPO's targets appear particularly conservative 
for traditional agricultural exports and highly optimistic for manufactured 
exports. 
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A new development not foreseen in the Plan but holding great promise for 
Turkey’s exports has been the introduction of Mexican wheat in 1968 ; the 
resulting increase in yields may provide a significant exportable surplus of 
wheat in 1972. The most interesting immediate possibility for increasing 
industrial exports is in cotton textiles, since cotton textile production capa¬ 
city has grown so much faster than domestic demand in the last two years that 
producers are, for the first time in a long while, under considerable pressure 
to find new buyers abroad. In order to break into foreign markets on a signi¬ 
ficant scale, however, a major organization and selling effort will be required. 

Section III describes three aspects of the existing export system: the 
regulations by which the Government of Turkey exercises direct and indirect 
controls on exports; the tax rebate system in force since 1963 encourage 
exports of manufactured goods; and the hitherto inadequate export promotion 
activities of governmental and private bodies.' The general control measures 
include registration (in some cases with, in other cases without, price control), 
licensing by the Ministry of Commerce, certification by the customs authorities, 
and in some instances approvals by other agencies. Specific quantitative 
export controls and minimum prices are enforced for exports to the Eastern 
European and other bilateral agreement countries. 

Under the export rebate system, a portion of the taxes paid in the course 

of production is reimbursed to the exporter, at a rate of. rebate depending upon 

} 

the commodity. At the rates in force from December 1963 through April 1968 , 
the rebate system was not particularly effective in encouraging exports; indeed 
the aggregate amount of rebates declined in 1966 and again in 1967 from the 
level reached in 1965 , the first full year of operation. A higher set of rates 
introduced in April 1968 should, however, make it possible for a new range of 
producers to cover at least their costs on commodities they export. 
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Several export promotion institutions exist—among them, IGEME (Export 
Promotion Center) since 1961 , and an Investment and Export Promotion Bureau in 
the State Planning Organization since 1967 —but they have not yet been at all 
effective in promoting industrial exports. 

Section IV discusses several aspects of the lack o £ competitiveness of 

i j * > 

Turkish manufactured goods compared to agricultural products. Paradoxically, 
the situation may be summarized by the statement that the high cost of Turkish 
manufactures is a direct consequence of the high priority given to industriali¬ 
zation and the policies that devolve from that priority. 

Section V suggests a number of new measures needed to stimulate exports.' 
The SPO's Investment and Export Promotion and Encouragement Bureau has yet to 
be made into a powerful central export authority by giving it adequate authority 
and staff. Special financial incentives for manufactured exports would probably 
be needed evai if the exchange rate were changed. The scope for increasing 

, * t 

export rebates is rapidly being narrowed, but the provision of low cost credit 
for manufacturers who export could help offset part of their comparative disad¬ 
vantage in foreign markets. Another possible, and potentially powerful, incen¬ 
tive would be a foreign exchange retention scheme, similar to that used by 
Pakistan, under which an exporter would be permitted to keep for his own use a 
stated percentage' of the foreign exchange he earned by exporting. (An inter- 

i’ 

esting approach to this question, set out in a paper prepared by R. Elberton 
Smith of the USAID/Ankara Economic Planning Division, is presented as Annex D.) 
Market development approaches that might be considered include joint ventures, 
export promotion cooperatives, export insurance, and improved dissemination of 
market information and export techniques. Finally, the possibility of estab¬ 
lishing a free port with manufacturing facilities as well as warehouses should 


he studied. 
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B. Conclusions 

Our conclusions may be stated as follows: 

(1) Turkish export possibilities are good. This is not to say that 
exports will continue to grow without greater efforts on the part of the 
Turkish authorities. Moreover, there is the continuing danger that domestic 
inflation will decrease the competitiveness of existing Turkish exports. How¬ 
ever, there is no fundamental reason why exports could not produce adequate 
amounts of foreign exchange to sustain the rapid growth of the Turkish economy. 

(2) Internal demand in Turkey is high. This demand places continuing 
strong pressure on Turkish producers to sell at home rather than abroad, 
particularly in the case of manufactured items. Either very high financial 
incentives will be necessary to induce manufacturers to try out foreign markets 
or buoyant demand for these items will have to be deflated through appropriate 
monetary and fiscal policies. 

( 3 ) Agricultural exports continue to have considerable potential for 
growth, notably in raw cotton, hazelnuts, and perhaps wheat. There appears 
little doubt that this is an area in which Turkey enjoys a significant compara¬ 
tive advantage. Realization of the possibility of producing significant volumes 
of wheat for export depends on technical developments in the next few years. 

(4) Exports of new items from the agricultural sector appear to offer 
significant opportunities. This is particularly the case with the export of 
fresh fruits and vegetables and of processed foods. The institutional develop¬ 
ments which are necessary to achieve these potentials will be extensive. 
Nevertheless, the basic competitive position of Turkey for these items appears 
excellent. 



- 6 - 


(5) Under present conditions, Turkey does not appear to have a significant 
comparative advantage in the export of manufactured goods. If Turkey wishes to 
induce a major increase in the export of manufactured goods, major incentive 
measures--including, hut not limited to, change in the exchange rate—will he 
essential. These measures will he needed to overcome the competitive advantage 
other nations now have in this area. 

(6) A major consolidation and reform of the institutions designed to 
encourage exports is essential. Currently, there are a number of small, under- 

j , , j \ < ‘ 

staffed, poorly-financed, and inadequate institutions performing overlapping 

♦ * ' *• 1 1 

work of poor quality. Unless these institutions are reorganized, revitalized, 
and much more adequately financed, they will provide no significant help to 

f. * * 

Turkish exporters. 
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II. The Pattern of Exports 

A. The Existing Pattern of Turkey's Exports 

Composition of Exports . 3 / During the First Five Year Plan period ( 1963 - 1967 ), 
Turkey's export earnings increased by an average of 6.5 percent per annum, 
reaching $523 million in 1967 (Table l). This increase, however, took place 
without a change in the composition of exports. Agricultural products still 
occupy a predominant place in total exports. As a matter of fact, the share 
of agricultural products in exports increased from a high level of 87.9 percent 
in 1962 to 88.8 percent in 1967. 

As can be observed from Table 1 , agricultural products accounted for much 
of the increase in total exports with no increases in manufactured items and in 
terms of absolute amounts only moderate increases in the export of minerals. 

Traditional exports such as cotton, tobacco, nuts and dried fruit accounted 
for 65.O percent of the tobal exports in 1962 and 71.4 percent in 1967. This 
indicates an increasing reliance on traditional products. Exports of other 
agricultural products such as cereals, mohair and wool, livestock and products, 

f “ • "* 

and olive oil declined considerably. Citrus exports, on the other hand, 
increased from $ 1.7 million in 1962 to $ 6.6 million in 1967. 


1 /, USAID/Ankara usels an economic grouping of exports different from that of 
the Government of Turkey. The key deriving our categories from the six¬ 
digit customs tariff codes, according to which the foreign trade statistics 
are published by the State Institute of Statistics, is presented in Annex E. 
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Table 1 


Turkey's Commodity Exports 


A. Million Dollars at Current Prices 




1961 

1962 

JB§5L 

1964 

1965 

1966 

1967 

Agricultural Products 

£2hZ 

Mil 

322.? 


398.1 

4l8.0 


a. 

Cotton 

56.7 

63.6 

79.5 

89.4 

100.2 

128.5 

131.5 

b. 

Tobacco 

87.2 

96.2 

66.8 

90.1 

90.3 

107.6 

118.0 

c. 

Nuts 

47.1 

64.9 

60.1 

57.7 

69.3 

61.6 

91.9 


(1) Hazelnuts 

(2) Other nuts 

(42.1) (56.0’ 
! 5.0 ( 8.9! 

) (54.0) 

) (6.1) 

(50.2) (61.9 
( 7.5) 1 7.4) 

) (56.7; 
) ( 4.9: 

) (84.3) 

i (7.6) 

d. 

Dried fruit 

23.4 

23.4 

23.O 

24.6 

30.0 

29.7 

31.6 


e. 


(1) Raisins 
(21 Figs 
(3) Other 

Fresh fruit & vegetables 

(1) Citrus 

(2) Other fruit 


(4.9 i 5.73 
( 1.0) ( 1.3) 
2.6 
( 2 . 0 ) 

( 6 . 6 ) 


;i mi 


(16.6) 

5.91 . 

0.5) ( 1.6) 



! 2 7:o! ! “- 1 

( 1.5) < , 

5.0 6.4 




f. 

Cereals 

6.0 

1.4 

4.5 

6.0 

4.2 

2.6 

1.6 


g. 

Mohair 8s wool 

16.8 

12.0 

17.4 

11.8 

13.0 

9-1 

8.9 


h. 

Livestock & products 

24.8 

27.5 

26.4 

23.5 

28.3 

21.9 

17.6 


i. 

Olive oil 

0.1 

l4.o 

12.8 

3.8 

11.5 

2.2 

6.8 



Other , 

31.0 

29.4 

28.4 

35.6 

46.3 

48.4 

47.7 

2. 

Manufactures 

27.6 

20.7 

28.8 

40.1 

2£1 

24.3 



a. 

Lumber 8s products 

1.1 

1.0 

' 1.6 

1.5 

1.8 

2.1 

1.8 


b. 

Food products 

18.2 

9.8 

12.9 

21.9 

11.3 

10.6 

11.7 


c. 

Textile 80 clothing 

2.6 

2.2 

3.0 

4.5 

4.5 

2.6 

3.0 


d. 

Chemicals 8s pharm. 

1.0 

0.9 

1.2 

0.6 

1.0 

1.3 

0.9 


e. 

Metals 8c metal mfres. 

4.2 

0.1 

0.4 

1.8 

2.2 

2.5 

2.0 


f. 

Other 

0.5 

6.7 

9.7 

9.8 

6.7 

5.2 

1.4 

3. 

Minerals 

23.4 

25.4 

16.8 

*££ 


48.3 

-37.9 


a. 

Copper 

4.8 

8.8 

5.9 

10.2 

16.9 

24.8 

16.6 


b. 

Borates 

2.2 

2.7 

2.7 

3.3 

4.7 

4.9 

5.8 


c. 

Chrome 

11.1 

9.1 

4.5 

7.1 

9.5 

10.4 

7.3 


d. 

Lead-zinc 

0.4 

0.4 

0.5 

0.2 

0.6 

1.4 

0.7 


e. 

Magnesite 

- 

- 

0.1 

0.4 

1.1 

1.9 

1.6 


f. 

Other 

4.9 

4.4 

3.1 

4.6 

5.3 

4.9 

5.9 

Total Export Earnings 

J46.7 

381.2 

368.1 _ 

410.8 

463.7 

490.5 

522.7 
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Table 1 (Cont,) 
Turkey's Commodity Exports 
B.,. Percent 


Average 

onnual 

increase 





1962 

3 

.1261. 

1967 

3962-1967 

1 . 

Agricultural Products 

m*i 


88.8 

6*2 


a. 

Cotton 

16.7 

21.6 

25.2 

15.6 


b. 

Tobacco 

25.2 

39.5 

22,6 

4.2 


c. 

Nuts 

17.0 

14.9 

17.6 

7.2 



(3) Hazelnut3 

(14.7) 

(13.3) 

(16.1) 

3.5 



(?.) Other nuts 

( 2.3) 

( 3.6) 

( 1.5) 

-3.1 


d. 

Drded fruit 

6.1 

6.5 

6.0 

6.2 



(l) Raisins 

( 4.3) 

( 4.6) 

( 4.3) 

6.7 



(2) Figs 

( 1.5) 

( 1.5) 

( 1.4) 

4.8 



(3) Other 

( 0.3) 

( o./ ( ) 

( 0.3) 

5.5 


6 • 

Fresh fruit & vegetables 

i 0.7 

1.1 

3.6 

25.0 



(l) Citrus 

( 0.4) 

( 0.8) 

( 3.3) 

31.0 



(2) Other fruit 

( 0.3) 

( 0.2) 

( 0.2) 

4.1 V 



(3) Vegetables 

( - ) 

( 0.1) 

( 0.1) 

43.2 


f. 

Cereals 

0.4 

0.9 

0.3 

2.7 


R. 

Mohair & wool 

3.1 

2.8 

1.7 

-5.8 


h. 

Livestock & products 

7.2 

6.1 

3.4 

-8.5 


i. 

Olive oil 

3.7 

2.5 

1.3 

-13.4 * 


j. 

Other 

7.8 

10.0 

9.1- 

10.2 

2 . 

Manufactures 


2*1 

2*2 

0.2 


a. 

Lumber & products 

0.2 

0.4 

n ,3 

12.5 


b. 

Food products 

2.6 

• 2.4 

2.2 

3.6 


c. 

Textile & clothing 

0*6 

1.0 

0.5 

6,4 


d. 

Chemicals & pharm. 

0.2 

0.2 

0.2 

_ 


e. 

Metals & metal mfres. 

- 

0.5 • 

0.4 

85.0 


f. 

Other 

l.$ 

1.4 

0.3 

— 26.8 

3. 

Minerals 

6*2 ' 

8.2 

2*2 

2*4 


a. 

Copper 

2.3 

. 3.6 

3.2 

13.5, 


b. 

Borates 

0.7 

1.0 

1.1 

36.5 ' 


c. 

Chrome 

2.4 

2.1 

1.4 

-4.3 


d. 

Lead-zinc 

0.1 

0.1 

0.1 

11.9 


e, 

Magnesite 


0.2 

0.3 

XX 


f. 

Other 

1.2 

1.2 

1.2 

6.0 

Total* 

Export Earnings 

100,0 

100,0 

100,0 

6.5 
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Exports by Country and Area of Destination * About two-thirds of Turkey's 
exports go to the convertible currency countries of Western Europe and North 
America, although there has been some decline in their share of the total tram 
1962 to 1967 (Table 2 ). In 1967, the EEC countries took about a third of 
Turkey's exports while,the U.S. and the EFT A countries together took another 
third. 

The geographic pattern varies from commodity to commodity, with the United 
States taking over 60 percent of Turkey's tobacco exports and over 90 percent 
of pistachio exports, and the Western European countries taking the bulk of 
Turkey's cotton, hazelnuts, raisins, figs, citrus, and other agricultural 
exports. The United States has been taking an increasing share of Turkey's 
textile exports, was a major buyer of Turkey's copper in 1965, and takes some¬ 
thing over a quarter of Turkey's chrome exports. 

Turkey's exports to the CEMA countries increased from $ 30-.0 million in 
1961 to $87.3 million in 1967, or from 8.7 percent of the total exports in 1961 
to 16.7 percent in 1967. In cotton exports, the change is quite discernible. 
Even though cotton exports to the EEC countries increased from $ 45.3 million 
in 1961 to $ 54.7 million in 1967, as a percentage of the total cottpn exports 
they declined from 79.9 percent in 1961 to 4 l .6 percent in 1967. On the other 
hand, during the same period cotton exports to the EJTA and CEMA countries 
increased from $7.3 million to $38.0 million and from $2.1 million to $11.5 
million, respectively. 

The country breakdown for tobacco exports remained about the same; whereas 
for hazelnuts the USSR became a large purchaser. Hazelnut exports to the. CEMA 

1 1 

countries increased from $2.1 million in 1961 to $17.1 million in 1967, °r from 
6.9 percent of the total hazelnut exports to 20.4 percent. 



-11 


Table 2 


Turkey's Major Exports By Area of Destination 
A. Million Dollars at Current Prices 


Commodities 

Total 

Exports 

Consortium 

Total£/ 

u.s. 

EEC 

EFCA 

Bilateral 

Total 

CEMft 

1 . 

Cotton 

1961 

56.7 

51.9 

0.2 

45.3 

7.3 

2.7 

2.1 


1965 

100.2 

60.6 

0.1 

34.4 

34.2 

16.0 

11.3 


1967 

131.5 

90.6 

0.5 

54.7 

38.0 

13.4 

11.5 

2. 

Tobacco 

1961 * 

87.2 

70.2 

51.2 

14.5 

4.3 

15.0 

12.3 


1965 

90.3 

71.6 

58.2 

10.3 

3.1 

14.2 

11.6 


1967 

118.0 

91.7 

74.2 

14.2 

2.1 

21.5 

19.7 

3. 

Hazelnuts 

1961 

42.1 

38.9 

1.5 

21.7 

15'. 5 

2.9 

2.1 


1965 

6l.£ 

51.6 

3.1 

43.6 

4.7 

9.7 

9.3 


1967 

84.3 

65.8 

2.7 

53.7 

8.6 

17.2 

17.1 

4. 

Pistachio 

1961 

1.6 

1.2 

1.1 

0.1 





1965 

4.3 

4.2 

3.9 

0,2 

- “ 

- 

- 


1967 

4.8 

4.7 

4.6 

- it r 

0.1 


- 

5. 

Raisins 

• 




• 




1961 

17.5 

15.4 

- 

9.2 

6.3 

1.5 

0.9 


1965 

21.5 . 

16.9 


9.9 

6.9 

4.1 

4.1 


1967 

22.7 

14.4 

0.2 . 

9.4 

4.9 

7.5 

7.5 

6. 

Figs 

• 








1961 

' 4.9 

4.3 

0.1 

2.3 

1.8 

0.4 

0.2 


1965 

7.0 

6.5 

, 0.1 

4.1 

2.2 

0.4 

0.2 


1967 

7.2 

6.1 

0.1 

4.1 

1.9 

0.8 

0.7 

7. 

Citrus 

1961 

2.0 

1.2 


1.0 

0.2 

0.6 

0.5 


1965 

3.9 

2.1 

- 

1.4 

0.7 

1.4 

1.4 


1967 

6.6 

2.5 ' * 


1.3 

1.2 

4.0 • 

3.9 
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Table 2 (Cont.) 


Turkey's Major Exports By Area of Destination 



A. 

Million Dollars 

at Current 

Prices 





Total 

Consortium 

Total^/ 




Bilateral 


Coiranoditieo 

Exports 

Mi. 

EEC 

EITA 

Total 

CEMA 

8. Cereals 



j 

• 

- / - 



1961 

6.0 

3.1 

0.7 

1.5, 

,0.9 

0.4 

- 

1965 

4.1 

2.4 

- ’ , 

2.0 

0.4 

1.7 

1.4 

1967 

1.6 

0.8 

- 

0.6 

\ 0.2 , 

0.7 

0.7 

9 . Mohair & Wool 

16.0 


, ■ • 

‘ . , , 

* * f 



1961 

10.6 

1.0 

2.0 

! 7.5 

,3.8 

3.2 

1965 

13.0 

4.7 ’ 

0.2 

0.7 * 

3.8 < 

8.1 

7.3 

1967 

8.9 

1.8 

0.1 ' 

0.5 

j 

1.2 

7,0 

6.7 

10. Livestock 8c 


‘‘ 



i 



Products 




• , 

, »"* 


. 

1961 

24.8 , 

4.8 . 

1.8 

2.6 

,0.4 

3.8 

2.9 

1965 

20.3 

5.1 

1.5 

2.7 

0.9 , 

7.4 

5.9 

1967 

17.5 

> 4.9 

1.4 

2.9 

0.6 

2.5 

2.0 

ll. Olive Oil 




■ • - 

< 



1961 

0.1 

0.1, 

0.1 


- 

- 

- 

1969 

11.5 

8.1 

0.9 

6.9 

0.3 

3.5 

3.5 

1967 

6.8 

. 6.8 

0.3 

6.2 

0.3 

- - 

- 

12. Fish 




0.9 




1961 

3.0 

0.9 

- 

- 

1.2 

0.6 

1965 

4.7 

2.5 

- 

2.3 

0.1 • 

1.2 

0.9 

1967 

5.7 

3.9 . 

0.1 

3.6, r 

0.3 

0.8, 

0.1 

13. Oil Seed Cakes 





* *! , 


1961 

8.7 

7.3 

0.1 

0.4 

( .6.8 

. 1.4 

1.1 

1965 

17.9 

• 13.2 

0,1 

0.9 

12.3 

4.4 

2.5 

1967 

23.4 

19.6. 

- 

2.6 

17.0 

3.7 

3.6 

14. Bran & 




■ • , 


> 


Other Ibdder 




, 1 . 




1961 

8.7 

7.3 

0.1 

0.4 

6.8 

1.4 

1.1 

1965 

17.9 

13.2 

0.1 

0.9 

12.3 

4.4. 

2.5 

1967 

23.4 

19.6 

- 

2.6 

17.0 

3.7 

3.6 


14 



- 13 - 

Table 2 (Cont.) 


Turkey's Major Exports By Area of Destination 


A. Million Dollars at Current Prices 


Commodities 

Total 

Exports 

Consortium 

Total^ 

u.s. 

1 

EEC 

EETA 

Bilateral 

Total 

CEMA 

15. Opium & Root 
Extracts 

1961 

3.5 

2.3 

0.4 

1.1 

0.8 

0.5 

0.3 

1965 

4.8 

3.3 

1.6 

1.1 ‘ 

0.6 

0.6 

0.2 

1967 

3.5 

2.5 

0.9 

0.9 

0.7 

0.3 

0.2 

16. Oil Seeds 
1961 

5.0 

3.4 

0.4 

2.6 

0.4 

0.6 

0.3 

1965 

6.4 

3.9 

0.8 

2.5 

0.6 

0.5 

0.5 

1967 

-3.5 

2.5 

* 0.6 

1.6 

0.3 

0.8 

0.8 

17. ChickPeas, 

Beans,Lentils 
1961 

7.0 

2.9 

m 

2.7 

0.2 

0.5 

0.1 

1965 

5.1 

2.3 

m 

2.2 

0.1 

1.1 

0.6 

1967 

4.1 

1.1 

- 

0.9 

0.3' 

1.9 

1.3 

18. Lumber & 
Products 

1961 

1.2 

0 . 5 . 


0.2 

0.3 

0.3 

0.2 

1965 

1.8 

0 . 6 . 1 , 


0.3 

0.3 

0.$ . 

0.5 

1967 

1.8 

1.0 

m 

0.4 

0.5 

0.5 

0.5 

19. Sugar & Products 

1961 16.7 

* 4 

4.4 

' 

1 

4.4 


8.5 

0.7 

1965 

8.9 

1.9 ‘ 

0.1 

1.6 

0.2 

3.9 


1967 

7.8 

2.5 

- 

1.9 

0.5 

5.2 

- 

20. Textiles 

1961 

'2.6 

2.4 


lrtn 

1.4 



1965 

4.5 

4.0 . 

0.2 

2.6 

1.2 

0.4 

0.3 

1967 

3.0 

2.1 

1 * < 

0.5 

0.6 

0.9 

0.7 

0.7 

21. Ferro-Chrome 
1961 



m 


m 

m 


1965 

1.7 • 

1.6 

0.2 

0.8 

, ■ 0.6 

0.1 

0.1 

1967 

1.5 

0.7 

- 

0.4 

. 0.3 

0.8 

0.8 
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Table 2 (Cont.) 

Turkey's Major Exports By Area of Destination 
A. Million Dollars at Current Prices 


Commodities 

Total 

Exports 

Consortium 

Totaljy 

U.S. 

EEC 

EFEA 

Bilateral 

Total 

CBMA 

22. Petroleum 
Products 

1961 

0.2 

0.2 


1 

0.2 



1965 

5.5 

5.0 

m 

1.4 

3.6. 

- 

- 

1967 

0.4 

0.3 

- 

0.1 

0.2 

m 

- 

23 . Copper 

1961 

4.8 

0.8 

m 

0.5 

0.5 

0.1 

. 0*1 

1965 

16.9 

15.5 

6.1 

; 9.4 

m 

m 

_ 

1967 

16.6 

2.2 

0.5 

0.6; 

1.0 

„ ^ m 

4 4 Vi 

- 

24. Borates 








1961 

2.2 

1.8 

, - ( 

' 1.5 

0.3 

• 6.2 / 

0.2' 

1965 

4.7 

3.8 

0.3 

3.0 

0.5 

0.6;-. 

0.6 

1967 

5.8 

4.4 

0.6 

3.5 

0.4 

1.0, 

1.0 

25. Chrome 

1961 

11.1 

10.8 

4.0 

. 4.6 . 

2.3; . 

0.2 

0.1 

1965 

9.5 

5.3 ’ ' 

2.6 

1.7, 

1.0 

*3.6. 

2.9 

1967 

7.2 

4.0. 

2.0 

•>,' 1.1 

0.8 

• 3,2 

3.2 

26. Magnesite 

( 

, , i 

, 

1 c 


■ ■ •> ’ ; ' 


1961 

- 


- 

m 


mm 

- 

1965 

1.0 

1.0 


0.2 

0.8 

- 

- 

1967 

1.6 

1.5 

0.1 

0.3 

l.l 

0.1 

6.1 

Total 26 Items 
1961 

326.7 

240.6 

62.6 

120.6 

57.5 

44.9 

27.9 

1965 

442.3 

299.9 

80.0 

148.0 

79.5 

84.1 

65.7 

1967 

497.7 

338.4 

89.4 

166.9 

83.6 

94.4 

82.8 

Other Items 

1961 

20.0 

14.4 

2.6 

8.0 

3.9 

1.8 

2.1 

1965 

21.4 

15.0 

2.3 

8.9 

3.9 

4.6 - 

2.6 

1967 

25.0 

17.2 

3.5 

9.8 

4.1 

5.9 

4.5 

Total Exports 

1961 

3^.7 

254.4 

65.2 

128.6 

61.4 

46.7 

30.0 

1965 

463.7 

314.9 

82.3 

156.9 

83.4 ' 

88.7 

68.3 

•1967 

522.7 

355.6 

92.9 

176.7 

87.7 

100.3 

87.3 


a/ Consortium includes the EEC countries, the EpTA countries except Portugal, 
the U.S., and Canada 
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Table 2 (Cont.) 


Turkey's Major Exports By Area of Destination 


B. Percentage of Total 


Commodities 

Total 

Exports 

Consortia 

Total^ 

u.s. 

EEC 

EFIA 

Bilateral 

Total 

CEMA 

1. Cotton 

1961 

100.0 

91.5 


79.9 

12.9 

4.8 

3.7 

1965 

100.0 

60.5 

- 

•34.3 

34.1 

16.0 

11.3 

1967 

100.0 

68.9 

- 

41.6 

28.9 

10.2 

8.7 

2. Tobacco 

1961 

100.0 

80.5 

58.7 

16.6 

4.9 

17.2 

14.1 

1965 

100.0 

79.3 

64.5 

11.4 

3.4 

15.7 

12.8 

1967 

100.0 

77.7 

62.9 

12.0 

1.8 

18.2 

16.7 

3. Hazelnuts 

1961 

100.0 

92.4 

3.6 

51.5 

36.8 

6.9 

5.0 

1965 

100.0 

83.4 

5.0 

70.4 

7.6 

15.7 

15.0 

1967 

100.0 

78.1 

3.2 

63.7 

10.2 

20.4 

20.3 

4. Pistachio 

1961 

100.0 

75.0 

68.8 

6.3 

- 

- 

- 

1965 

100.0 

97.7 

90.7 

4.7 

- 

- 

- 

1967 

100.0 

97.9 

95.8 

- 

2.1 

- 

- 

5. Raisins 

1961 

100.0 

88.0 


52.6 

36.0 

8.6 

5.1 

1965 

100.0 

78.6 

- 

46.0 

32.1 

19.1 

19.1 

1967 

100.0 . 

63.4 

0.9 

41.4 

21.6 

33.0 

33.0 

6 . Figs 

1961 

100.0 

87.8 

2.0 

46.9 

36.7 

8.2 

4.1 

1965 

100.0 

9279 : 

, 2.0 

. 58.6 

31.4 

5.7 

2.8 

1967 

100.0 , 

84.7 

1.0 

56.9 

26.4 

11.1 

9.7 

7. Citrus 

1961 

100.0 

60.0 


50.0 

10.0 

30.0 

25 .O 

1965 

100.0‘ 

53.8 , 

- 

35.9 

17.9 

35.9 

35.9 

1967 

100.0 

37.9 

‘ X " ' ’ 

19.7 

18.2 

60.6 

59.1 

8. Cereals 

1961 

‘ ' V 

100.0 

fr 

51.7 

11.7 . 

25.0 

15.0 

6.7 


1965 

100.0 

58.5 

f 

48.8 

9.8 

41.5 

34.1 

1967 

100.0 . 

50.0 

, - 

37.5 

12.5 

43.8 

43.8 


8 
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Table 2 (Cont.) 


Turkey’s Major Exports By Area of Destination 


B. Percentage of Total 


Commodities 

E39BS1 

Consortium 

TotalS/ 

U.S. 

EEC 

EFTA 

Bilateral 

Total 

CEMA 

9. Mohair & Wool 
1961 

100.0 

63.1 

6.0 

U.9 

44.6 

22.6 

19.0 

1965 

100.0 

36.2 

1.5 

5.4 

29.2 

62.3 

56.2 

1967 

100.0 

20.2 

1.1 

5.6 

13.5 

78.7 

75.3 

10. Livestock & 
Products 

1961 

100.0 

19.4 

7.3 

10.5 

1.6 

15.3 

11.7 

1965 

100.0 

18.0 

5.3 

9.5 

> ' 3.2 

26.1 

20.8 

1967 

100.0 

28.0 

8.0 

16.6 

, 3.4 

14.3 

11.4 

11. Olive Oil 

1961 

100.0 

100.0 

100.0 

■ 

. • 

"« 


1965 

100.0 

70.4 

7.8 

60.0 ■ 

2.6 

30.4 

30.4 

1967 

100.0 

100.0 

4.4 

91.2 

4.4 

- 


12. Pish 

1961 

100.0 

30.0 ' 

, 

30.0 


4o.o 

20.0 

1965 

100.0 

53.2 

t 

48.9 

2.1 

25.5 

19.1 

1967 

100.0 

68.4 

1.8 

63.2 

5.3 

i4.o 

1.8 

13. Oil Seed Cakes 
1961 

100.0 • 

83.9 

» 1.0... 

4.5 

78.2 

16.1 

12.6 

1965 

100.0 

73.7 

0.6 

5.0 

68.7 

24.6 

14.0 

1967 

100.0 

83.8 

- 

11.1 

72.6 

15.8 

15.4 

l4. Bran & Other 
Fodder 

1961 

100.0 

60.0 

'' i / , 

'■ 50.O 

10.0 

30.0 


1965 

100.0 

- 75.9 


62.1 

13.8 

20.7 

20.7 

IQ67 

100.0 

52.6 

\, \ 

42.1 

10.5 

42.1 

36.8 

15. Opium & Root 
Extracts 

1961 

100.0 

65.7 

11.4 

31.4 

22.9 

14.3 

8.6 

1965 

100.0 

68.8 

33.3 

22.9 

12.5 

12.5 

4.2 

1967 

100.0 

71.4 

25.7 

25.7 

20.0 

8.6 

5.7 
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Table 2 (Cont.) 


Turkey's Major Exports*§y Area of Destination 


B. Percentage of Total 


Commodities 

Total 

Exports 

Consortium 

Total^/ 

U.S. 

EEC 

EJTA 

Bilateral 

Total 

CEMA 

16. Oil Seeds 

1961 

100.0 

68.0 

8.0 

52.0 

8.0 

12.0 

6.0 

1965 

100.0 

60.9 

12.5 

39-1 

9-4 

7.8 

7.8 

1967 

100.0 

71.4 

17.1 

45.7 

8.6 

22.9 

22.9 

17. ChidePeas, 

Beans 







Lentils 

1961 

100.0 

4l.4 

- 

38.6 

2.9 

7.1 

1.4 

1965 

100.0 

45.1 

- 

43.1 

2.0 

21.6 

11.8 

1967 

100.0 

26.8 

“ 

22.0 

7.3 

46.3 

31.7 

l8. Lumber & 

Products 

1961 

100.0 

41.7 

- 

16.7 

25.O 

25.O 

16.7 

1965 

100.0 

33.3 

- 

16.7 

16.7 

33.3 

27.8 

1967 

100.0 

55.6 

- 

22.2 

27.O 

27.8 

27.8 

19. Sugar & Products 

1961 100.0 

26.3 


26.3 


50.9 

4.2 

1965 

100.0 

21.3 

1.1 

18.0 

2.2 

43.8 

- 

1967 

100.0 

32.1 

- 

24.4 

6.4 

66.7 

- 

20. Textiles 
1961 

100.0 

92.3 


38.5 

53.8 



1965 

100.0 

88.9 

4.4 

57.8 

26.7 

8.9 

6.7 

1967 

100.0 

70.0 

16.7 

20.0 

30.0 

23.3 

23.3 

21. Ferro-Chrome 

1961 







1965 

100.0 

94.1 

11.8 

47.1 

35.3 

5.9 

5.9 

1967 

100.0 

46.7 

- 

26.7 

20.0 

53.3 

53.3 

22. Petroleum 

Products 

1961 

100.0 

100.0 



100.0 



1965 

100.0 

90.9 

- 

25.5 

65.4 

• 


1967 

100.0 

75.0 

- 

25.0 

50.0 

- 

- 



Table 2 (Cont.) 


Turkey's Major Exports By Area of Destination 


B. Percentage of Total 


Commodities 

Total 

Exports 

Consortium 

Total*/ 

u.s. 

’EC 

EEEA 

iiilnteral 

Total 

CEMA 

23. Copper 




10.4 

1C.4 



1961 

100.0 

16,7 

- 

2.1 

2.1 

1965 

100.0 

91.7 

36.1 

55.6 

- 

- 

- 

1967 

24. Borates 

100.0 

13.3 

3.0 

3.6 

6.0 

' 

' 

1961 

100.0 

81.8 


68.2 

13.6 

9.1 ‘ 

9.1 

1965 

100.0 

8O.9 

6.4 

63.8 

10.6 

12.8 

12.8 

1967 

25. Chrome 

100.0 

75.9 

10.3 

60.3 

6.9 

17.2 

17.2 

1961 

100.0 

97.3 

36.0 

4l.4 

20.7 

1.8 

0.9 

1965 

100.0 

55.7 

27.4 

17.9 

10.5 

37.9 

30.5 

1967 

100.0 

55.6 

27.8 

15-3 

11.1 

44.4 

44.4 

26. Magnesite 

1961 

- 

- 

- 

- 

- 

- 

- 

1965 

100.0 

100.0 

- 

20.0 

80.0 

- 


1967 

Total 26 Items 

100.0 

93.8 

6.3 

,18.8 

68.8 

6.3 

6.3 

1961 

100.0 

73.5 

19.2 

36.9 

17.6 • 

13.7, 

8.5 

1965 

100.0 

67.8 

18.1 

33.5 

18.0 

19.0 

14.9 

1967 

100.0 

68.0 

18.0 

33.5 

16.8 

19.0 

16.6 

Other Items 



- 

40.0 


9.0 

,' 

1961 

100.0 

72.0 

13.0 

.19.5/ 

10.5 

1965 

100.0 

70.1 

10.7 

4i.6 

18.2 

21.5 

12.1 

1967 

100.0 

68.8 

l4.0 

39.2 . 

16; 4 - 

, , < 23.6 

18.0 

Total Exports 


- 



, *'■ 

, <J ,! 

8.7 

1961 

100.0 

73.4 

18.8 

37.1 

17.7 

- 13.5 

1965 

100.0 

67.9 

17.7; :• 

33.8 

18.0 

. 19.1 

14.7 

1967 

100.0 

68.0 

17.8 

1 

33.8 

16.8 

19.2 

16.7 

a/ Consortium 
and Canada. 

includes the EEC countries, 

the BETA countries except Portugal, 

the U. 
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As can be seen in the following table, much of the increase in Turkey's 
exports to the CEMA countries took place in traditional products. One could 

r 

draw the conclusion that since Turkey has large stocks of these products it is 
generally difficult to sell the entire stocks in the free trade areas. This 
would be true for tobacco, hazelnuts, raisins, and chrome. 


Increase in Turkey’s Exports to the Eastern European 
(CEMA.) Bilateral Agreement Countries (1961, 1967) 

(million dollars at current prices) 


Commodities 

1961 

1967 

Absolute 

increase 

Cotton 

2.1 

11.5 

9.4 

Tobacco 

12.3 

19.7 

7.4 

Hazelnuts 

2.1 

17.1 

15.0 

Raisins 

0.9 

7.5 

6.6 

Citrus 

0.5 

3.9 

3.4 

Mohair and wool 

3.2 

6.7 

3.5 

Oil seed cakes 

1.1 

3.6 

2.5 

Chrome 

0.1 

3.2 

3.1 

Total 

22.3 

73.2 

50.9 

Other 

7.7 

14.1 

6.4' 

Total exports to CEMA 

30.0 

87.3 

57.3 


On the other hand, in the past Turkey's exports to the bilateral agreement 
countries showed a tendency to increase whenever the domestic prices rose 
rapidly so as to limit exports to free markets. Therefore, some people suggest 
that the present exchange rate hinders exports to the free trade areas. 

It would be safe to assert that both of these points have some merit and 
that recent agreements between Turkey and the CEMA countries, especially the 
USSR concerning the new investment projects, also contributed to the enhance¬ 
ment of their trade relations. 
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Seasonality in Exports . Dun to the fact that over 85 percent of Turkey's 
exports consist of agricultural products, there is visible seasonality. 

Exports begin to pick up in September at the opening of the crop season, reach 
the peak point in Decoiher nnd stay at a high point through March. They begin 
to decline in April and reach the lowest point in July or August (Table 3)* 

As shown in the following table on exports on 0 crop-year basis, about 75 
percent of the total exports arc made in the September-March period. The above 
figures do not show any visible change in seasonality during the I 96 I-I 967 
period. Certainly there are slight deviations from year to year but no signi¬ 
ficant change in either direction. 


Exports by Crop Season 
(million dollars and percent) 

196g-1963 1963-1964 1964-1969 1969-1966 1966-1967 



Mill.;; 

i 

Mill 4 

“jT 

Mill 4 W 

mi4 5T 

MLll.S 


September- 

March 

304.4 

79.1 

261.6 

73.4 

324.1 68.4 

352.4 74.1 

357.7 

75.5 

April- 

August 

8o.4 

20.9 

Jhl. 

26.6 

149.5 31.6 

123.1 • 25.9 

116.0 

24.5 


384.8 100.0 

356.6 100.0 

473.6 100.0 

475.5 100.0 

473.7 100.0 


One can expect a more even distribution of exports throughout the year 
only if the share of manufactured items and minerals in total exports increase 
iu the coming years. 

B. Second Five Year Plan Targets 

The SPO estimates total export earnings during the Second Five Year Elan to 
increase at just over 7 percent per year. This compares with 6.5 percent 
during the First Five Year Plan and thus does not represent a startingly 
different target if recent history is representative of what can be achieved. 

The contrast, however, is in where the increases are expected. During the 



Table 3 


Turkey's Commodity Exports Ey Months 


(Million Dollars at Current Prices and 
Percent Deviation from Monthly Average) 


1962 

1963 

1964 

1965 

Mill. 5 > % Deviation 

Mill-!;? % Deviation 

Mill.$ % Deviation 

Mill.$ Deviation 


January 

42.9 

134.9 

40.9 

133.2 

34.5 

100.9 

34.7 

89.9 

February 

29.1 

91.5 

42.0 

136.8 

26.6 

77.8 

31.8 

82.4 

March 

23.8 

74.8 

41.7 

135.8 

37.4 

109.4 

40.3 

104.4 

April 

16.6 

52.2 

20.0 

65.1 

27.2 ' 

.79.5 

4l.O 

106.2 

May 

33.4 

105.0 : 

14.9 

48.5 

20.8 

60.8 

32.4 

83.9 

June 

18.9 

59.4 : 

14.9 

48.5 

22.1 

64.6 

27.3 

: 70.7 

July 

19.0 , 

-59.7 

15.8 

51.5 - 

12.5 

36.5 

24.2 

62.7 

August 

17-7 

55.7 

14.8 

48.2 

12.4 

36.3 

24.6 

63.7 

September 

32.3 

101.6 

31.3 

102.0 

34.7 

101.5 

39.7 

102.8 

October 

47.5 

149.4 - 

42.9 

139.7 

.50.1 

146.5 

34.3 

88:9 

November 

48.0 

150.9 

40.3 

131.3 

55.3 

161.7 

54.5 

141.2 

December 

52.0 

163.5 

48.6 

158.3 

77.2 

225.7 

78.9 

204.4 

Total Exports 

381.2 


‘ 368.1 


410.8 


463.7 


Monthly Average 

31.8 

100.0 

30.7 

100.0 

34.2 

100.0 

38.6 

100.0 



Table 3 (Cont.) 


Turkey's Commodity Exports By Months 

(Million Dollars at Current Prices and 
Percent Deviation from Monthly Average) 


1966 



Mill. 5; 

% Deviation 

January 

51.9 

126.9 

February 

50.4 

123.2 

March 

42.7 

104.4 

April 

34.6 

84.6 

May 

25.1 

61.4 

June 

22.6 

55.3 

July 

15.3 

-37.4. 

August 

25.5 

62.3 

September 

.35.2 

86.1 

October 

55.1 

134.7 

November 

52.1 

127.4 

December 

80.0 

195.6 

Total Exports 

490.5 


Monthly Average 

40.9 

100.0 


1967 

6 Year 
Average 

mi.$ 

% Deviation 

Deviation 

51.2 

117.4 

117.2 

42.9 

98.4 

101.7 

41.2 

94.5 

103.9 

. 43.9 

100.7 

Sl.4 

28.3 

64.9 

70.8 

22.7 

52.1 

58.4 

21.1 

48.4 

49.4 

24.3 

55.7 

53.7 

38.1 

87.4 

96.9 

56.7 

130.0 

131.5 

75.2 

172.5 

147.5 

77.1 

176.8 

187.3 

522.7 



43.6 

100.0 

100.0 
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First Five Year Plan period, exports of agricultural commodities increased at 
the rate of about 6.7 percent per year. Tie second Plan expects this increase 
to drop to 4 percent. Ill contrast, manufactured items (including minerals) are 
expected to increase at 20 petbent per year in contrast with 5 percent during 
the First Five Year Plan period. 

Specific targets are also interesting. Exports of the textile industry 
are supposed to reach $33 million by 1972 from an actual base of $2.3 million 
in 1967; chemical exports are supposed to grow from less than $1 million to 
$12 million by 1972; products of the hide and leather industry are supposed to 
grow from virtually nothing to $9 million. In contrast, cotton and tobacco, 
the mainstays of Turkey's exports and the source of rapid growth in the past, 
are expected to grow from the actual base of $250 million in 1967 to only $258 
million in 1972. 

Major changes in the structure of Turkey's exports would require the 

t 

implementation of rapid, effective and major changes.in the existing system of 
export incentives, changes that would be directly aimed at two specific prob¬ 
lems: (a) the non-competitiveness, of Turkish manufactured goods on the world 
market at the current exchange rate, and (b) the lack of virtually any effec¬ 
tive set of institutions for education of Turkish exporters on such questions 
as standardization, grading, quality control, and overseas promotion of Turkish 
products. In evaluating the SPO's export targets we have taken the" realistic 
view that existing incentives will be somewhat strengthened and somewhat 
greater emphasis will be placed on exporting but that no major reforms will be 
undertaken. The depressing alternative of a deterioration of Turkey's competi¬ 
tive position and a lessening of emphasis on exports has not been considered. 
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since there is no evidence to suggest that these events are imminent. Our 
evaluation is presented in the form of a "low" and a "high" projection of each 
of the major components of Turkey's exports. Insofar as possible, our projec¬ 
tions are measured against the targets in the Turkish Second Five Year Plan, 
although this is difficult because the Five Year Plan categories are often not 
comparable to those used in the official Turkish foreign trade statistics. 

In the light of our own projections, presented in Table 4 and discussed 
in detail in Annex A, the SFYP targets appear fairly conservative with respect 
to total exports, and within the total, particularly conservative with respect 
to agricultural exports. The SFYP targets for manufactured exports, however, 
appear highly optimistic. The SPO's view of the future pattern of exports is, 
of course, consistent with the aim of making industry the leading sector of the 
economy. However, this view underestimates both the agricultural potential of 
Turkey and the two major obstacles to exporting manufactured goods, namely the 
relative unprofitability of exporting manufactures because of their high 
domestic cost of production and the need for an organized marketing effort to 
break into world markets for industrial goods. 

Examination of Turkey's future exports by commodity indicates to us that 
within agricultural products the SPO's Second Five Year Plan projections were 
particularly conservative for several of Turkey's major traditional exports, 
particularly tobacco and hazelnuts, and,for one of the newer exports, citrus. 
Part of the difference in judgement results, however, from events which have 
occurred since the Second Five Year Plan was drafted in early 1967. One such 
event was the decision of the USSR to increase sharply its purchases of hazel¬ 
nuts, in order to facilitate Turkey's repayment of Soviet project loans. 
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Table 4 

Turkey's Commodity Exports: 
Projections for 1972 

(million dollars) 





AID Estimated 

SPO 



Actual 

1972 

Projection 



1967 

Low 

mgh 

1972 

Agricultural Products 
a. Cotton 

463-9 

131.5 

535.6./ 

592.0 , 493 . 

l4o.9Sr 150.0 

b. 

Tobacco 

118.0 

107.6 

119.8 

107.6 

c. 

Nuts 

91.9 

95.5 

102.1 

n.a. 


(l) Hazelnuts 

(84.3) (83.6) 

( 90 . 2 ) (68.0) 


(2) Other nuts: 






(a) Pistachios 

( 4.8] 

( 8 . 9 ) 

( 8.9] 

( 8.9) 


(b) Other 

( 2 . 8 ] 

( 3.0) 

( 3.0) 

(n.a.) 

d. 

Dried fruit' 

31.6 

37.2 

37.2 

n.a. 


(l) Raisins 

(22.7) 

( 26 . 1 ) 

( 26 . 1 ] 

( 25 . 2 ) 


(2) Pigs 

( 7.2 

9.1 

( 9.1) 

( 8.9 


( 3 ) Other 

( 1.7 

( 2.0) 

( 2.0) 

(n.a.) 

e. 

Fresh fruit and vegetables 

8.3 

17.1 

31.6 

10.4 


(l) Citrus 

( 6 - 6 ) 

(13.1) 

( 27 . 6 ) 

( 8.4) 


( 2 ) Other fruit 

( 1.1 

( 2 *°) 

! 2 *° 

( 1 . 0 ) 


(3) Vegetables 

( 0.6) 

( 2.0) 

( 2 . 0 ) 

( l.o) 

f. 

Cereals 

1.6 

25.9 

41.6 

n.a. 


(l) Wheat 

! “1 

(22.l) 

( 37 . 8 ) (n.a.) 


(2) Other cereals 

( 1.6) 

( 3.8) 

( 3.8) (n.a.) 

£. 

Mohair and wool 

8.9 

10.2 

10.2 

10.2 

(l) Mohair and hair 

( 6 - 8 ! 

( 4.7) 

( 4.7] 

> ( 4.7) 


(2) Wool 

( 2 . 1 ) 

( 5 . 5 ) 

( 5.5) 

1 ( 5.5) 

h. 

Livestock and products 

17.6 

23.4 

32.6 

n*a. 


(1) Live animals 

(2) Meat 

i 9, -i 

j ( 9 . 1 ) 

(18.3) (18.3) 


( 3 ) Dairy products 

( -j 

( 1 . 0 ) 

( 1.0) ( 2.4) 


(4) Guts 

( 2.9 

( 4.0) 

( 4.0 

1 (n.a.) 


( 5 ) Hides and skins 

( 5.4 

( 9.u) 

( 9.0 

1 (13.1) 


(6) Purs 

( 0 . 2 ) 

( 0.3) 

( 0 . 3 ) (n.a.) 

i. 

Olive oil 

6.8 

13.9 

13.9 

13^9 

j. 

Other agricultural products 

47.7 

60.6 

62.1 

n.a. 


(l) Fish 

( 5.7] 

( 6 . 1 ) 

( 6.1] 

( 6.1) 


(2) Oil seed cakes 

(23.4) 

35.° 

(35.0) 

(n.a.) 


( 3 ) Bran and other fodder 

( 2.0 

( 2.0) 

2 .0] 

(n.a.) 


(4) Opium, root extracts, etc. 

! 3.5 

( 1.5) 

< 3.0 

(n.a.) 


( 5 ) Oil seeds 

( 3.5 

( 4.0) 

( 4.0 

(n.a.) 


(6) Pulses 

( 4.1 

! 6 -°J 

! 6 -° 

(n.a.) 


( 7 ) Other 

( 5.5) 

( 6.0) 

6.0 

(n »&*) 
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Table 4 (cont.) 

Turkey's Commodity Exports: 
Projections for 1972 

(million dollars) 


2. Manufactures 

a. Lumber and products 

b. Food products 

(1) Sugar and products 

(2) Fig paste 

( 3 ) Other 

c. Textiles and clothing 

(1) Fabrics 

(2) Yarn 

( 3 ) Clothing and shoes 

d. Chemicals and pharmaceuticals 

e. Metals and metal manufactures 

(1) Ferro chrome 

(2) Electrolytic copper 

( 3 ) Other 

f. Tires and rubber 

g. Other manufactures 

i l) Petroleum products 
2) Stone, clay, glass & cement 
3 ) Other 

3. Minerals 


Actual 

1967 

m 


a. 

Copper 

b. 

Borates 

c. 

Chrome 

d. 

Lead-zinc 

e. 

Magnesite 

f. 

Other 


AID Estimated 
1972 

Low High 


63.4 

16.1 


91.8 
15.0 

19.8 



84.0 

5o7o 

15.0 

6.0 

2.0 

3.0 

18.0 


SPO 

Projection 

1972 
150 . 7 ^/ 
23.8 


( 7.8) 

9.8 

( 

9.8) 

( 9.8) 

0 .6) 

( 1.5) 

( 

1.5) 

(n.a.) 

( 3.3) 

( 4.8) 

( 

8.5) 

(14.0) 


37.6 

52.2 

(33.2) 

(33-4 

( 0 . 2 ) 

(n.a. 

( 4.2) 

( 18.8 

1.0 

12.2 

9.2 

42.8 

( 2.7) 

( 6.7 


(36.iT 

11.1 

C10.3) 

( 0 . 8 ) 

75.5 

m3 

8.2 

6.7 

1.1 

6.8 

11.6 


TOTAL EXPORTS 


522.7 


653.0 767.8 


720.0 


a/ Low and high projections for cotton are reversed so that low raw cotton exports are 
consistent with high textile exports and high raw cotton exports with low textile 
exports. 

b/ Subtotal for "l.Agricultural products" is residual item in column ( equals Total less 2. 
Manufactures less 3 . Minerals), and exceeds sum of numerical entries under agricul¬ 
tural products because of large number of n.a. entries. 

c ] Subtotal for "2.Manufactures" is sum of numerical entries under manufactures, with 
n.a. entries taken as zero. 
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Another was the decision of the Government of Turkey, implemented with the 
SPO's 1968 Annual Program, to promote the acquisition of refrigerated transport 
equipment. The SPO’s raw cotton export target, on the other hand, seems to be 
quite reasonable; our value projections differ from the SPO's mostly because of 
a different price assumption. Our Table 4 takes into consideration the fact 
that for any given level of domestic consumption of cotton textiles, the higher 
the level of textile exports, the lower will be the quantity of raw cotton 
available for export. 

A further development holding great promise for Turkey's exports, also 
unforeseen at the time the Second Five Year Plan was drafted, has been the 
introduction of Mexican wheat into Turkey's coastal areas in time for the 
spring planting of 1968. The Mexican wheat program promises over a doubling 
of yields in the coastal regions where the climate is suitable. As use of the 
new seed is extended to the entire coastal region, it will result in a one-time 
increase in wheat production which should exceed growing domestic requirements 
for several years and provide an exportable surplus of between 370, OCX) and 
630,000 metric tons (or between $22 million and $38 million at the present 
world price of $6 o/MT) in 1972. Any projection of this sort is a hazardous 
one, however, both because the results of the new wheat seed in Turkey will 
not be known until the current harvest is in (and perhaps not effectively 
calculable until the planting and harvesting of next year, 1969); and because 
future consumption patterns are particularly difficult to project owing to the 
poor state of Turkey's agricultural statistics and the rapidity of the struc¬ 
tural changes being experienced by Turkey at the present time. 
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One of Turkey's major export potentials is in fresh fruits (other than 
citrus) and vegetables. However, its realization depends on resolving the 
organizational and institutional problems discussed later in this paper and 
really significant returns are not to be expected by 1972 . 

Livestock and livestock products are a particularly interesting case, 
being the sector in which Turkey has the most evident competitive advantage if 
measured in terms of comparative prices and of physical endowments. A good 
part of the benefit of this comparative advantage is currently being appro¬ 
priated, however, by the smugglers operating along Turkey's long borders with 
Iran and Syria, Some increase in official export earnings is to be garnered 
by rediverting livestock to official channels through a combination of police 
measures (likely by themselves to be ineffective) and economic measures such 
as the creation of meat packing facilities in Eastern Turkey and the provision 
of refrigerated transport to get meat to Iran and the Arab countries. Elxpan- 
sion of livestock and livestock product exports to new markets in Europe is 
blocked in the immediate future by the prevalence of hoof and mouth disease in 
Turkey and in the longer run by the intractable' necessity for systematic devel- 

‘ * i * 

opment of livestock herds and of domestic • urces of supply of animal feeding 
stuffs. 

The prospects for expansion of manufactured exports appear to us, on the, 

1 r i 1 * * * 

whole, less optimistic than implied by the Second live Year Plan targets. This 
is especially so for really new export sectors such as chemicals and pharmaceu¬ 
ticals, metal goods, and stone, clay and glass products. 
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Lumber is a sector with a vast export potential for the longer run, but 
one which requires major changes in pricing policy and organization before the 
potential becomes an actuality. In this case, however, the Second Five Year 
Plan target may be considered a conservative estimate. 

The sector within manufacturing showing the largest immediate potential 
for expansion of exports is textiles. Textile production capacity, particu¬ 
larly in the private sector, has grown rapidly over the past several years and 
for the time being seems to have outstripped domestic demand. Consequently, 
Turkish textile manufacturers can no longer expect the enormous profits they 
have been making on domestic sales and are therefore under pressure to turn to 
markets abro&cl. In attempting this they face a number of'difficulties: 
obvious overvaluation of the Turkish currency; high production costs; produc¬ 
tion and sales organizations geared to domestic tastes; lack of experience with 
foreign marketing; and quantitative restrictions imposed on imports of unbleached 
cloth and other textile fabrics by the industrialized countries of the West 
(in particular the Federal Republic of Germany and the United Kingdom). Recent 
increases in export rebates (April 1968 ), in some textile lines to over 50 
percent of the f.o.b. price, should at least have put Turkish producers in a 
position to cover their costs on articles they export. Significant organiza¬ 
tional changes will, however,- have to be made in order to permit them to enter 
new markets, particularly in Western Europe. Sales organizations will have to 
be set up and new commercial relations established. Production runs will have 
to be longer than is currently the practice in Turkey and will have to be 
consciously geared to foreign markets. Pattern changes will have to be made 
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much faster than at present or else direct contacts will have to be made 
with purchasers who will supply th^ir own new patterns before the fashion 
season starts. The SPO's target for exports of cotton cloth and knitted 
goods co bined seems reasonable. However, the SPO's target for clothing 
articles appears to us to be over-optimistic. 

Mineral export possibilities appear fairly firm, although reaching a 
blister copper export target of $40 million (44,000 MT at current world 
copper prices) depends upon the completion of the Black Sea copper project 
at Samsun. Our high projection for borates, which is considerably above 
that of the SPO, assumes that the Government of Turkey will accord operating 
rights to the British company, Borax Consolidated. Our projection is 
considerably lower than the SPO's for magnesite, and somewhat higher for 
all minerals tcGcen together. 
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III. The Existing Export System 

A. Export Procedures 

Turkey's exporting system is regulated "by an annual Council of Ministers' 
"Decree on Foreign Trade Regulation," prepared by the Ministry of Commerce. 
This decree places most Turkish exports under some degree of control. For 
the major foreign exchange earners, the authorities control prices of 
exports either directly (e.g., on tobacco and on hazelnuts exported through 
Fiskobirlik) or indirectly by registration (e.g., on cotton and figs). For 
most of the less important commodities the Government requires only that 
exporters register their trade with the appropriate authority (usually an 
exporters union). The authority checks to make sure that the export price 
is a reasonable one, on the rationale that an abnormally low price probably 
means the exporter hs<? arranged to have an additional amount deposited to 
his account ih & foreign barrjr.. Sales on consignment or to "Bilateral Agree¬ 
ment" countries subject ic additional requirements. 

Specific control measures include: (l) registration by designated 
authorities^ vith or without price control, (2) licensing by the Ministry of 
Commerce, after registration, ( 3 ) certification by the customs authorities, 
and (4) approvals by other agencies in specific instances. Finally, in the 
case of goods subject to quantitative export controls (primarily exports to 
bilateral agreement countries), the registration authority sets minimum 
prices and the Ministry of Commerce assigns quotas to exporters in descending 
order of export price. 

1/ The,latest, in the "Official Gazette" No. 12630 dated 24 June 1967 . 
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Registration . Registration is required for all commodities on lists 
i/A and i/B, all items sold on a consignment basis, and all exports through 
Turkey's southern and eastern borders. 

List i/A includes: 

Cotton (including linters), mohair, goat hair, oil seeds, 
dried figs (processed, natural, paste, or mashed), mineral 
ores, marble, and pulses. 

list i/B includes: 

Filberts (hazelnuts), seedless raisins, tobacco, bran, all 
kinds of oil-seed cakes, guts, walnut logs and timber, olive 
oil, and sheep and goat skins. 

For List i/A goods, the purpose of registration is to obtain price and 
quantity information prior to export to facilitate implementation of a 
commodity and price policy. Although prices are. .not controlled, an exporter 
is subject to later prosecution if the Government can prove that he under- 
priced his exports in order to evade foreign exchange controls. For List 
i/B commodities, the purpose is to prevent "artificial price fluctuations 
and speculation." Export is prohibited if the sales price is less than 
either the prevailing local'or international prices or any minimum price 
set by the Ministry of Commerce. Exports through Turkey's southern and 
eastern borders are also subject to this price control. 

The registration authority may be any one of the following: (a) an 
exporters' union, (b) the Committee of Chrome Ore Producers, (c) the Miners' 
Association, for non-chrome minerals, (d) the Aegean, Istanbul, or Samsun 
Tobacco Producers’' Union, acting under authority of the Tobacco Producers' 
Federation, or (e) the local Chamber of Commerce or a liaison bureau under 
its jurisdiction. 
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Licensing . A wide range of items axe subject to licensing by the 
Ministry of Commerce (or its authorized agent). They include (a) all 
exports under bilateral trade agreements; (b) wheat, barley, oats, corn and 
rye, which can be exported only by the Government's Soil Products Office (TMO), 
wheat and oat flour, molybdenum, tungsten, and all metal scrap (the latter 
only after special permission from the Ministry of Industry), articles made 
of or containing precious metals and stones; margarine; cotton, sunflower, 
sesame, and soybean oil seeds, fresh and salted fresh skins, and fertilizers 
of all sorts; (c) all goods for which imports are permitted; (d) "provisional" 
exports (those which will be-reimported after some processing abroad); and 
(e) most consignment sales. 

Exporters who require a license must register the proposed exports, as 
described above. The registration authority then forwards the documents to 
the Ministry of Commerce for approval and the Ministry of Commerce must then 
approve the registration form, which constitutes a license to export. The 
exporter must then export his goods within 30 to 90 days. (This may be 
extended up to 30 days or up to one year in the case of some metals and ores.) 

Other Approvals . Approvals from various government agencies are also 
required for exports of the following products: 

a. Certain exports (see below) to the EEC and Agreement countries; 

(Customs Department) 

b. Exports of metal scrap (Ministry of Industry) 

c. Exports subject to the "Law on Protection of the Value of Turkish 
Currency," most important of which are precious metals and stones (Ministry 
of Finance). 
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Special Procedures . Special procedures are required for a number of 
export transactions. In the case of certain exports tj European Economic 
Community (EEC) countries, for example, a "Certificate of Circulation" has 
to be obtained for each export of these items. These Certificates confirm 
that the goods are of Turkish origin, and are valid for two months. The 
purpose of this requirement is to insure that the EEC countries apply the 
reduced import duties to Turkey's exports of tobacco, raisins, dried figs 
and filberts to which they are entitled by virtue of Turkey's associate 
membership in the Common Market. 

Another set of special procedures apply to trade with bilateral agree¬ 
ment countries (primarily Eastern European countries). Exporters to these 
countries must first obtain an export license from the Ministry of Commerce 
for all transactions. The only exception is fresh fish exports which customs 
authorities can allow to be shipped without licensing, provided that the 
exporter presents a license within five days after the export. Individual 
export agreements may be conducted, only after publication in the Official 
Gazette of the trade protocol with a particular country. In addition, 
specific approval from the Ministry of Commerce must be obtained for the 
following: cotton, livestock, skins and pelts of sheep and goats, guts, 
mohair, goat hair, olive oil, sunflower seeds, sesame, oil cakes, bran, 
hazelnuts (filberts), walnut logs, opium, and chrome ore. The registration 
authority determines the minimum prices for all commodities exported to 
bilateral agreement countries.^ For items under direct Ministry of Commerce 
control, the Ministry collects all applications from the registration 

l/ Quotas are occasionally established also for non-agreement countries 
for exports of cottonseed, when warranted by shortages and price 
considerations. 
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authorities and assigns export quotas to those exporters who sell at the 
highest price until the quota is exhausted. No exporter can export more 
than 20 percent of the total quota except with special approval by the 
Ministry; and each exporter can obtain only one quota, even if he is listed 
with more than one registration authority. Forward sales, consignment sales, 
and (in most cases) time-delivery sales are not allowed. 

Consignment Sales . Consignment sales are allowed only for sales to be 
paid for with convertible currencies. Sales contracts must have either a 
single agreed price or a minimum guaranteed price to the exporters plus a 
minimum of 50 percent of the excess to the seller. Registration and licensing 
are required for all items except fresh and canned fruits, fresh and canned 
vegetables, wine, snails, shrimp and related sea products, fresh, frozen and 
preserved fish, black and green olives, carpets, souvenir articles, handi¬ 
crafts, woolen and cotton textiles, clothing and other wearing apparel, 
colognes, and meat and meat products. For these items, only registration 
is required. 

Goods must be exported-within 30 days of approval; and sales abroad 
must be completed within three months for perishables and six months for 
non-perishables. In. some cases, registration authorities can extend the 
time up to two years. Changes in country of destination are permissible, 
but exporters must notify the registration authority and a Central Bank 
branch office. Changes, in consignee can also be made with special permission. 

Forward Sales . These are sales concluded prior to harvesting of the 
crop to be exported. Such,sales can be concluded only for free foreign 
exchange, are limited’to,three or four months in advance of shipment, and 
are subject to additional regulations of the Ministry of Commerce. 
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Provisional Exports . Provisional exports are sales of raw materials 
or semi-processed items which are reimported after processing abroad. 
Approval of the Ministry of Commerce is required for the export of such 
items. The application must also include price and other information. 

Payment Procedures . In general, Turkey's export trade is conducted on 
the basis of letters of credit. In practice, this means that the exporter 
is paid for his shipment after the Turkish bank is notified (and receives 
the LC documents) that the foreign buyer has opened a letter of credit in 
favor of th.e Turkish supplier. Letters of credit are normally opened by 
the buyers to coincide with the anticipated shipping date of the goods, so 
that the exporter will generally get paid after the goods are shipped but 
before they reach their destination. Some Turkish banks do net follow this 
rule and pay the exporter only after receipt of a notice that the payment 
has actually been transferred. This delays payment, and the exporter 
receives his money roughly at the time of the delivery of goods at the. 
foreign port or about three to four weeks after the actual shipping date. 

Exporting on the basis of letters of credit is, like everywhere, 
preferred by the suppliers but pome exports are also transacted on the 
basis of payment against documents. When handled on this basis, the 
shipping documents are entrusted to a bank to be released only after the - 
buyer pays for the shipment. 

Export credit is usually not available and the practice of "banking" 

, t * t 

confirmed orders is not followed by Turkish banks. Thus, advance payments 
to the exporters are rare. An exception is tobacco, for which both banks 
and buyers extend advance payments. Partial payment for goods during the 
preparation phase are possible but not frequent. 
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There is no regulation that specifies pre-payment of exports except 
for some shipments from Turkey's southeastern ports to some of the Arab 
countries. In such cases, the payment must actually be deposited by the 
foreign buyer and the funds transferred to Turkey's 'Central Bank before 
shipment can take place. This, however, affects only a small portion of 
Turkey's trade and is not applicable to exports to Europe, the United States, 
and other countries which are considered to be "reliable." 

B. Tax Rebates^ 

In 1963 Turkey adopted an export rebate system which in effect intro¬ 
duced a set of multiple exchange rates for exports. Under the decree 
currently in force, the rebate ranges from 0 to 56 percent of the f.o.b. 
price of. the exported article. The effective exchange rate for the Turkish 
exporter thus varies from TL 9/$l (the official rate) to over TL l4/$l (the 
official rate plus the maximum rebate). 

Background . Turkey's export rebate system was adopted under the 
provisions of Law No. 26l of June 27, 1963* This statute authorized the 
Council of Ministers to encourage the export of Turkish manufactured goods 
by providing for refunds (or exemptions), in whole or in part, of all taxes, 
duties, and other official charges entering into the price of such exports. 
The original implementing provisions of the law were established by Decree 
No. 6/2k53y effective December 5, 1963* The decree established a system of 
rebates and contained four lists for purposes of administering the law: 

List I List of taxes rebatable under the law. 

LLst II Rates of rebate allowable for specific items. 


l/ For a more detailed analysis, see Ankara's TOAID A-973 (March 29 . 1968 ), 
from which this section is drawn, and TOAID A-ll4l (May 23, 1968 ). 
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List III Commodities excluded from application of rebate system. 

List IV Municipality share of tax refunds (for accounting purposes). 
The decree in effect converted the existing interdepartmental working 
committee into a permanent Export Tax Rebate Commission, whose responsi¬ 
bility was to select exportable commodities suitable for rebate, determine 
the cumulative tax burden per unit on such commodities, and recommend a 
rate of rebate which would eliminate all or an appropriate part of such 
burden. The tax burden on each commodity is estimated on the basis of 
detailed cost estimates of establishments producing the commodity. The 
collection of accurate cost data is a time-consuming and difficult task. 

List I specified the various taxes to be considered by the Commission 
in the determination of rebate rates. List II contained 39 rates of rebate, 
all applying to textiles and expressed in specific lira amounts per physical 
unit. List III consisted of 24 items, primarily Turkey's "traditional" 
export commodities (metal ores, tobacco, hazelnuts, cotton, figs, etc.) 
considered ineligible for rebate on statutory or other grounds. List IV 
carried percentages, to the one-hundredth of one percent, of the total , 
rebate for each List II item, to be used in the readjustment of various 
budget revenue accounts after payment of rebates. 

In order to provide immediate tax relief for promising export ‘items 
without waiting for the results of a lengthy investigation, the law permitted 
the payment, after Commission approval of a temporary rebate equal to 10 
percent, of the export price for any item, not on the excluded list, exported 
in amounts of TL 90,000 or more during an initial 12-month period. This 
temporary rate would be replaced as soon as possible by a permanent rate 
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to be included in List II. Additional payments to, or refunds by, exporters 
were required, on a retroactive babxs, to the extent of the differences 
between the temporary rate and the permanent rate. 

Exporters were given the option, for a given commodity, of using the 
tax rebate system under Law 26l or of continuing operations under the tax 
exemption or refund features of earlier laws (Law No. 6802 establishing the 
production tax and several other tax statutes contained such provisions, 
but no drawback or refund of customs duties was authorized prior to Law 26j|.) 

Evolution and Operation of System, 1964-1968 . It was soon realized 
that percentage rates of rebate would be easier to administer than unit 
amounts and less likely to get out of touch with changing costs and prices. 
Accordingly, the initial decree was replaced by Decree No. 6/3071, effective 
May 13, 1964, transforming all but a few rates to a percentage basis. The 
same decree added the income tax on employees' wages to List I. Thereafter, 
as additional investigations were completed and new rates determined, the 
number of items in the various lists was steadily expanded under a succession 
of supplemental decrees. By the end of 1967 List II had grown-to more than 
100 items or item groups and List III to 33*^ In mid-1966 the initial 
12 -month export volume required in order to bring a new commodity under the 
system was reduced from TL 90,000 to TL 50,000, and the single 10 percent 
temporary rate was replaced by temporary rates of 15 percent for products 
subject to the production tax and 5 percent for others. A major administra¬ 
tive change took place late in 1967 with the replacement of the Export Tax 
Rebate Commission by a permanent bureau attached to the State Planning 
Organization. This reflected recent legislation expanding the powers of 
the SP0 to implement the objective's of the current Five Year Plan, 
l/ Decree No. 6/8749, effective August 12, 1967; in Official Gazette No. 12713. 
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From the standpoint of exporters, ( administrative procedures under 
Turkey's export rebate system fall into two categories-.-those governing the 
establishment of rates and those affecting payment once a rate has been 
established. In the past exporters have complained of excessive delays in 
the selection of commodities and the establishment of rates, partly because 
of the required 12-month waiting period and partly because of slowness of 
investigations and decisions. This problem has been met in part by a 
recent (February 1968) Expansion of the temporary rate list7^ and it is 
possible that the newly expanded powers of the SPO to promote exports may 
lead to elimination of the waiting period in appropriate cases. Payment 
procedures, on the other hand, appear to be simple and efficient.,rExporters 
are provided with cash payments equal to a specified percentage.of the export 
price of eligible commodities. Payment is made by any branch of the Central 
Bank upon presentation of documents by the exporter evidencing exportation 
of an eligible item, its export price, and quantity. Each month the Central, 
Bank makes a report of all rebates- during the past month, showing the 
commodities and amounts involved, and whether the rebate, was made under a 
temporary or permanent rate. In January 1968,.out of total rebates of , 

TL 1,704,236 only TL 89,872, or, approximately^5 percent, were made under 
temporary rates. Despite the steadily increasing number.of eligible item?, 

• ‘ 1 1 ' 1 ' * , *' 1 ’ t *• ' r * < * ’ * ' 

annual total rebates under the system have actually declined since 1965, the, 
first full year of operation,,as indicated by the following,figures: 
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Total Rebates 

Year 

(TL Millions) 

1964 

12.1 

1965 

27.9 

1966 

26.4 

1967 

24.8 


Although a breakdown of the above totals is not available, the principal 

items for which rebates were paid in January 1968 included olive oil, 

textiles, refrigerators, and paper cartons used for raisin and fig exports. 

1 / 

A new set of rates was introduced in April I966-' (see Annex C) but it 
is still too soon to know the effect on rebates paid. 

Problems in Commodity Selection and Rate Determination . From inter¬ 
views with officials and others intimately associated with the development 
of Turkey's export rebate system, it is evident that various problems end 
differences of opinion arose both in the formulation of Law No. 26l and in 
the adoption of subsequent implementing regulations. One view, taken by 
IGEME (Export Promotion Center), was that the scope of the law in terms of 
commodity coverage should be left open so that all exports could benefit to 
the maximum extent possible. This view was successfully opposed by the 
Ministry of Unance and others who, for both administrative and policy 
reasons, wished to limit the rebate system to manufactures or other processed 
items. 

A second basic issue wae whether taxes should be wholly rebated or 

i ' 

whether partial rebates would be sufficient. Because of the multiplicity 

of both direct and indirect taxes, fees, and other levies on materials, 

l ’ t 

products, services, and transactions entering into the export prices of 

1 / Decree No. 6/9863i effective April 30, 19683 in Official Gazette No. 12887. 
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final products, it was evident that it would he difficult to determine the 
full amount of tax burden on each exportable item. Law No. 26l stated its 
intention to eliminate the tax burden "in whole or in part," which has 
generally led to the conclusion that full rebates should not be allowed on 
a product if it could be profitably exported with less than a full rebate. 
Accordingly, if the standard cost investigation revealed that representative 
firms in an industry were able to export at a profit, the item was denied 
rebate and added to excluded items in List III. Thus, List III came to 
include not only items ineligible because they were unprocessed, but also • 
manufactured or processed items deemed ineligible because they could be 
exported at a profit without the rebate. 

The cost studies prepared by the Export Tax Rebate Commission and its 
technical committees for 'rate-making purposes appear to have been as meticu¬ 
lous and thorough as the circumstances allow. The largest and most repre¬ 
sentative firms in each industry are selected for cost investigations, and 
such firms are required to complete' detailed forms and tables showing 
amounts of all components and elements of cost for a year's production of 
the item in question. Separate forms and procedures are used for single¬ 
product firms and for multi-product firms. RLrms producing several products 
report in detail all costs for all products, and such costs are allocated in 
accordance with ordinary principles of joint cost accounting. Since the 
price of raw materials normally includes many tax elements, the standard 
tables provide individual cost columns for each of the taxes carried in 
List I. The final cost data Eire worked up by Commission experts in conjunc¬ 
tion with the accounting representatives of the firms in question. When 
total segregated and cumulative tax costs per unit of output have thus been 
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determined, the Commission subcommittee determines the percentage rate of 1 
the prevailing export price necessary to recover the full amount of the 
taxes (plus 5 percent to cover undisclosed or omitted items). It is theft 
up to the full committee (now the State Planning Organization) to decide 
whether a full, partial, or no rebate should be allowed. 

Future Impact of the Rebates . The new set of rates introduced in 
April 1968 raised many of the rebotes and widened coverage to include new 
commodities such as leather goods, batteries, and paints. The rebate on 
unbleached cotton cloth was raised to 43 percent, on printed fabrics to'50 
percent, and on high quality cotton fabrics to 56 percent. The rebate on 
leather clothingis how 27 percent; on synthetic paint materials, 46 percent. 

The commodity group most likely to show an increase in exports because 
of the new rates is cotton textiles. According to textile producers inter¬ 
viewed by the Mission early in 1968, there was considerable under-utilized 
capacity in the industry and they were under strong pressure to find markets 
abroad. However, under the rates then in effect, the f.o.b. price plus the 
rebate was insufficient to cover production costs, not very precisely 
defined. The new rates are of the order of magnitude the textile producers 
then claimed would moke it possible for them at least to cover costs, so 
that their most immediate disincentive to export has been removed. On the 
other hand, the external markc-t for textiles is a highly competitive one, 
and energetic efforts by exporters will be necessary to find buyers before 
the rebate can be made effective. 
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In the case of leather goods, there is a good possibility that the new 
rates will be effective. The most likely markets will, however, be the 
Easier.! European bilateral agreement countries. 

In the short run, the rebates are therefore likely to stimulate some 
mmufactured exports. The main drawback of the system is that it does 
l.ttle to encourage exports in new lines that have not yet become obvious 
possibilities, and nothing at all to encourage the expansion of production 
and exports of Turkey's traditional agricultural and other non-processed 
commodities where her existing real comparative advantage is greatest. The 
selective nature of the system and its requirements for bureaucratic approval 
and government decree clearly reduce its flexibility and probable effective¬ 
ness as an exnort promotion device. 

C. P romotion Activities 

Adequate promotional efforts overseas are seriously lacking partly 
because there is little awareness in Turkey of the need for and nature of 
promotion. The notion that "buyers will come to us" prevails among both 
agricultural and industrial producers. 

Some promotional efforts have been made by the Government and new 
measures are being planned. However, these projects generally lack the 
size, support and coordination needed if they are seriously to affect the 
country's export development. 

In 1961 IGEME (Export Promotion Center)^ was established to serve as 
the nucleus of export promotion. Lack of funds and inadequate skills have 
prevented it from establishing effective promotional programs in foreign 
countries. It achieved some success in preparing agricultural producers for 

foreign sales, but did not develop into a national export development center. 

1 j IGEME = Ihracati Geli^tirme ve Etild Merkezi = Export Development and 
Research Center or Export Promotion Center. 
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In 1967, another export promotion office was conceived, the Investment 
and Export Promotion and Encouragement Bureau, which operates under the 
supervision of the State Planning Organization. It was designed to remedy 
some of the shortcomings of IGEME, but it is too early to judge its success. 
It is also hampered by a lack of qualified personnel and in addition lacks 
authority over the other specialized export organizations. To date, it has 
not been able to initiate promotional activities. 

Two new measures have been authorized by the Government under the 
supervision of the Export Promotion Bureau in 1968: the importation of 
refrigerated trucks (duty free) for exporting fresh fruits and vegetables; 
and a TL 10 million Export Fund in convertible currency to be used for 
promotional activities overseas. 

Market Surveys . The significance of market surveys as a basic tool in 
planning, organizing and executing foreign sales'has not yet been fully 
appreciated in Turkey. Many organizations in Turkey, from the Union of 
Chambers, government agencies and IGEME to individual exporters, are now 
undertaking some forms of study considered to be market surveys. Such 
studies, however, do not serve a useful purpose in exploring foreign markets 
they merely point to shortcomings in the domestic economy. While they may 
be valuable as guidelines for new legislation and tax rebate administration, 
they do not aid the exporter directly in expanding foreign sales. 

Genuine market surveys, aimed at exploring foreign markets for certain 

\ 

commodities, have been utilized in Turkey only sporadically. Instead, 
exporters have relied largely on already established clientele, sales to 
bilateral country buyers, and occasional ready-made offers from convertible 
currency countries. 
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The State Planning Organization has recently employed an expert to 
perform market surveys. His reports and his work have been termed secret 
and, therefore, are not available to the public. 

The Ministry of Commerce's Foreign Trade Department has a Marketing 
Section. Established recently, the scope of its activities is not yet 
clear. It apparently plans to become a depository of information on foreign 
markets. It has no specific plans for disseminating information to the 
users but, rather, plans to furnish market reports only to the Government. 

IGEME has done research on certain fruits and vegetables, but based 
its work on pbice data and foreign trade figures and has done little or no 
on-the-spot survey work. Its reports, however, have been turned over to 
the users, who have made efforts to make appropriate changes to conform to 
foreign market demands. 

The Union of Chambers and local chambers have paid tribute to the need 
for market surveys but have done little more. A notable exception is the 
Istanbul Chamber of Commerce, which established the Economic Development 
Foundation to prepare market, studies. This Foundation comes as-.near to 
being an organized marketing effort as anything in Turkey. It studies and 
prepares surveys on specific commodities for EEC countries. So'fdr, it has 
been working primarily on agricultural products but plans to expand also 
into industrial goods. The Foundation's studies dwell basically on price, 
supply and demand data, and less on specific problems and peculiarities of 
the foreign markets. This limits their practical usefulness to exporters. 
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Turkey has official access to GATT's International Trade Center, which 
conducts a limited number of surveys for its members. While the amount of 
work performed by the Center is necessarily limited, it can provide useful 
assistance both in furnishing finished commodity reports and in helping to 
design market studies. The Center has undertaken a survey of European 
citrus fruit markets on behalf of IGEME. 

Advertising and Packaging . Advertising has not been used as a marketing 
tool in foreign countries by the Turkish export community. For raw materials 
and some agricultural products, it is not needed. However, advertising is 
mandatory for many manufactured products and especially for consumer goods. 

Turkish producers make little use of such traditional devices as news¬ 
paper. notices, sales brochures or the more recent devices such as free 
samples, promote jnal packaging, and trade fairs. Corporation or enterprise 
budgets generally make no allowances for advertising and, when they do 3 the 
amounts are ridiculously low. For example, the annual advertising budget 
of Tekel (Turkish Wine and Tobacco Monopoly) is only TL 80,000. 

Newspaper and magazine advertisements of Turkish firms-in foreign 
countries emphasize institutions rather than products and the coverage of 
such ads is too dispersed to do much good. High volume, market-oriented 
product advertising, carefully planned for a specific target are'a, has not 
been initiated anywhere. This lack is particularly significant in product 
lines which have found acceptance on the world market, such as hazelnuts 
and textiles, for which publicity may be a major requirement for expansion. 



- 48 - 


Sales literature is seldom available in a foreign language,' is spotted 
with errors, and invariably ends up as a poor quality, badly printed leaflet, 

Turkish products, be they agricultural or manufactured goods, are 
fc enerally packaged for the local market. They do not .communicate any 
"message" to the foreign consumer. 

Modern marketing relies heavily on the use of samples. Taken to 
extremes by Japan, many export firms furnish samples readily, quickly, and, 
except for expensive items, free of charge. Turkish firms have not provided 
this service and do not appear to be aware of the need for this approach. 

A few exhibits at trade fairs in Europe have been attempted by some 
producers, but often before the firms are really reacjyto participate. A 
porcelain factory, for example, participated in numerous European fairs 
lefore the factory and its associate producers had developed the capacity 
to meet even moderately large foreign orders. There is also no evidence 
that such exhibits are preceded and accompanied by advertising or personal 
follow-up and, therefore, the value of these costly exhibits is diminished. 

Foreign Representation . Few firms have appointed foreign agents abroad. 
Agents who have been appointed appear to concentrate on reporting prices and 
acting as middlemen for normal and recurring sales activities rather than on 
promotion. Permanent overseas offices are almost nonexistent. The Union of 
Chambers and private firms have set up a sales office in Munich, but it is 
reported to be small and poorly financed. 

There is no evidence tha; commercial attaches assist business firms in 
the selection of agents and there is no Government or private organization 
designed to screen agents for reliability and ability. 
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Government Repre s ent at ion . Commercial attaches are stationed in all 
major capitals. Commercial offices assist businessmen in obtaining import 
licenses and with other procedural requirements. They also submit price 
reports and economic summaries. They do not undertake market surveys and 
contact work. 

Commercial officers generally are not trained or exposed to promotional 
work and training prior to their assignments. An orientation course is 
conducted for them before their departure but it is short and not designed 
to serve as a training vehicle. 

Exporter Information and Education . Information on commodity prices 
and price changes is now being supplied by Turkey's commercial at baches. 

These data are sent to official organizations, such as the Foreign Trade 
Department of the Ministry of Commerce, and also directly to IGEME and the 
Exporters Unions. The information is then made available to the users 
through an IGEME bulletin, through the committees of the Exporters Uiiion 
and through the chambers. Indications are that the information thus received 
is accurate and widely used, especially by agricultural exporters. Its 
shortcomings are a lack of timeliness and its coverage; the reports are 
submitted periodically, deal primarily with already established export 
goods and are disseminated slowly. This is, therefore, inadequate for 
agricultural commodities, especially fresh fruits and vegetables and other 
goods with rapidly fluctuating prices. 

These shortcomings can be remedied easily by adding new commodity 
groups to the present reporting schedules and by instituting a more rapid 
reporting and dissemination system. 
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Trade opportunities are seldom reported and there is no adequate 
mechanism as yet to process and disseminate such leads. IGEME's informa¬ 
tion bulletin sometimes lists a few trade leads but, otherwise, there seems 
to be no serious effort to uncover and disseminate export opportunities. 

The shortage of trained foreign trade personnel has been recognized 
primarily by the private sector producers. Some efforts have been made to 
increase the technical export knowledge of businessmen. These beginnings, 
although commendable, still lack scope and dimension. For example, in 19&7) 
the Istanbul Chamber of Commerce organized a series of short seminars on 
practical export steps and procedures and foreign trade procedures. Similar 
courses were held in Mersin. Additional courses are contemplated in Istanbul 
in the form of (l) short (two-three day) seminars dealing with specific 
foreign trading areas and specific products and (2) formal university-level 
training courses, but a lack of funds and qualified instructors has thus far 
prevented implementation. Some use has also been made of the Harvard Busi¬ 
ness School's marketing courses, and the seminars conducted by the GATT 
International Center in Geneva. The majority of the participants, however, - 
were Government employees and not exporters, producers, or their foreign 
trade personnel. 

Recent Changes in the System . Renewed concern about export'earnings 
can be found both among Government officials and among businessmen. In 
neither case, however, is the concern widespread. As a result, changes in 
the export climate are taking place but these changes are generally small ■ 


and scattered 




Some of these new measures on the part of the Government induce 
setting up the State Planning Organization's Investment and Export Promotion 
Bureau, expanding the Ministry of Commerce's Foreign Trado Department, intro¬ 
ducing an "Export Fund" for overseas promotion, permitting the duty-free 
importation of refrigerated trucks and ether equipment necessary for export 
industries, and granting tax incentives for investment in export industries. 

Agricultural exporters are continuing their work on exports of tradi¬ 
tional commodities. For example, the cotton marketing efforts, which have 
been very successful over the past few years, are being maintained. Manu¬ 
facturers are not generally developing any significant changes in their 
export effort. Several leading producers have engaged in exports, despite 
the fapt that they claim small or no profits for their efforts. These busi¬ 
nessmen appear to be searching for ways in which they can enter foreign 
markets in the .future partly to help Turkey's balance of payments situation 
and partly in anticipation of the day when their domestic markets are less 
attractive. 
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IV. Competitiveness of Turkish Manufactured Goods 

A. Price Relationships 

The existing patterns of Turkish exports suggest a priori that agri¬ 
cultural exports are far more competitive than manufactured items. Indeed, 
the amount of manufactured items exported is almost negligible when compared 
with the total of Turkish exports. Extensive discussions with manufacturers 
support this view. To a considerable extent, government efforts at expox* 
encouragement represent attempts to offset the price problem. 

Little systematic work is available on the relationship between 
internal prices in Turkey to those in the outside world in the area of 
manufactured goods. An internal AID study completed over a year ago did 
provide some rough orders of magnitude of price competitiveness by comparing 
wholesale prices for selected commodity groups in Turkey with those in other 
countries. ' Generally speaking, agricultural commodities showed prices far 
more competitive than noa-agricultural commodities. Moreover, as the 
processing became more complex competitiveness seemed to decrease. A more 
rigorous study will be carried out by Robert College during the summer of 
1968. This study will involve price comparisons using techniques, developed 
by Professor Irving Kravis, who has volunteered some help in designing the 
study. 

Until this work is complete, it is necessary to rely on less systematic 
and more intuitive means' of evaluating Turkey's price competitiveness. Such 
reliance does not preclude some definitive conclusions on the competitiveness 
of Turkish manufactures. The extensive rebate system, for instance, is • 
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designed to make Turkish goods more competitive in the international market 
place. The fact that these rebates are generally inadequate (in the sense 
that despite their existence exports are not increasing) suggests that 
Turkish prices are considerably out of line with world prices, not out of 
line by a small margin. Until April 1968, the rebate on certain types of 
cotton textiles was Uo percent. Despite this, these textiles were not 
exported in quantity. This suggests--although does not prove--that the 
Turkish price is more than 40 percent higher than the world price. The 
reason that the case is not proved is because the effectiveness of the 
rebate as "a price equalizing device rests in part on the efficient adminis¬ 
tration of the system. To the extent the system's administration is not 
efficient, the price equalization which the rebates are designed to carry 
out is at least partially offset. 

Another indication of the price problem is that Turkish manufacturers 
who are exporting either export to bilateral trade agreement countries at 
artificially high prices or are exporting at a loss. Under the bilateral 
agreement system Turkey and its trading partner establish a clearing account 
and agree on a list of items which will be traded. Both the amounts and the 
prices of the goods are negotiated. It is economically advantageous, there¬ 
fore, for a bilateral agreement country to pay prices above those prevailing 
in the world market for Turkish items so long as it is able to charge simi¬ 
larly inflated prices for the items it exports to Turkey. A number of 
Turkish firms have been able to take advantage of higher prices offered by 
Eastern European countries for items such as textiles. Their colleagues 
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in the Turkish business community in effect support the prices of these 
exports by the high prices they pay for such items as machine tools and 
synthetic fibers which are imported under bilateral agreements. 

As far as hard currency sales are concerned, there are, not surprisingly, 
few manufacturers willing to export at a loss. There are, however, a number 
of businessmen in Istanbul who have become seriously interested in exporting • 
and have on an experimental basis attempted to develop markets overseas. In 
interviews these men almost invariably claim that it is necessary for them 
to sell at a loss, even after the tax rebates are taken into consideration. 

There is no single reason for the high prices which Turkish manufacturers 
feel they must charge. Essentially, of course, the price structure is linked 
to the outside world by the exchange rate, which is currently TL 9 to $ 1 . 

It is perfectly true that a different exchange rate could provide a strong 
incentive for manufactured exports. However, to say that Turkey is not 
competitive because of the exchange rate is, in part at least, to beg the 
question. After all, Turkish cotton moves in great quantities into the 
world market at the 9 to 1 rate. Other items also are traded at a profit, 
furthermore, Turkish workers are considered low cost when their wages are 
compared with wages elsewhere using a 9 to 1 rate. It may be useful to 
consider, therefore, what factors businessmen themselves feel represent the 
reasons behind their inability to compete internationally. 

First of all, businessmen mention the question of taxes. The Turkish 
tax revenue system includes a' turn r over tax based, roughly speaking, on the 
value added in the production process. If it is assumed that Turkey's 
competitors effectively rebate all such similar taxes, then the Turkish 
authorities must also rebate such taxes merely in order to maintain a 
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position competitive with other countries. In fact, the "businessmen claim, 
the rebate does not in all cases cover the taxes they pay. Moreover, it 
may be forthcoming only after considerable delays. 

A second item often discussed is the high cost of imported goods. 

This point is discussed more fully "below. Suffice it to say that the 
effective price of any capital goods and most raw materials is double the 
c.i.f. price once tariff charges, port taxes, advance deposits, and other 
fees are taken into account. 

Another item which Turkish businessmen complain about is the inherent 
high cost of Turkish materials. They point out the expense, for example, 
of Turkish-made steel. Similar complaints are voiced about good-quality 
plastics. 

Finally, a recurring explanation of high prices in Turkey is poor 
management. Many Turkish manufacturers are well aware that they do not 
have command of the skills' necessary to use their men and machines at peak 
efficiency. This not only increases their unit costs, but may decrease 
quality and thus make their goods either unacceptable in the world market 
or acceptable only at a discounted price. 

These explanations are relevant when examining the cost structure of 
Turkish industry. At least as important, however, is the domestic market 
which forms a basic part of the business environment in Turkey. Perhaps 
the most consistent attitude displayed by Turkish manufacturers when 
discussing exports has been that with the internal market as buoyant and 
profitable as it is there seems little point in trying to export. The 
combination of rapid economic growth during the past few years and the 
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somewhat inflationary fiscal and monetary policies which the government has 
pursued has resulted in strong domestic demand. As a result, most manufac¬ 
turers are simply concerned with physical production almost regardless of 
cost. 

An essential element supporting strong domestic demand has been the 
exclusion of many imports because of the shortage of foreign exchange. If 
a Turkish manufacturer is capable of producing an item at a "reasonable 
price," it is xikely to be eliminated altogether from the list of those 
itf-MFi which may be imported. The question of what price is reasonable is 
a matter of'determination for the government authorities. Generally speaking, 
they have been extremely lenient to the producers, no doubt in part because 
of a reluctance to permit scarce foreign exchange to be used for any item 
which could be produced in Turkey. The approach which the government has 
taken when faced with high prices internally has been to pressure producers 
to drop their prices rather than open up the items to competition through 
imports. 

B. Supplies of Imported Materials for Export Goods 

The high cost of imported goods in the Turkish market influences the 
basic price structure of Turkish industry. Therefore, the competitiveness 
of Turkish exports is affected. Moreover, a few exports or potential 
exports have very high requirements of imported materials, and the competi¬ 
tiveness of these items is very heavily influenced by the costs of imports. 

To consider the first case, the Turkish import system does not merely 
impose high tariffs on items to be imported. These taxes can, after all, 
be refunded through the tax rebate system. There is in addition the burden 
of special fees and advance deposits. The advance deposits are particularly 
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important for several reasons: (l) they are generally high, often equal to 
the full value of the goods being imported; (2) delivery is often slow, so 
that the deposits tie up working capital over long periods of time; (3) the 
cost of money in Turkey is high; and (4) the added cost is not refunded 
under the tax rebate system. 

The weight of these charges may be indicated by two examples relevant 
for textile manufacturing. In the case of imported merino wool, tariffs 
and other import taxes amount to some 30 percent of c.i.f. value (see 
Table 5). The guaranty deposit on merino wool (an industrialist quota list 
item) is 10 percent. At 2 percent interest and bank charges per month and 
a lapse of 8 months between application for import and clearance from 
Customs, the cost of the guaranty deposit is another 1.6 percent of c.i.f. 
value. Textile machinery spare parts carry import tariff and other import 
taxes of some 55 percent of c.i.f. value. The guaranty deposit on machinery 
spare parts (a liberalized list item) is 100 percept. At the same interest 
rate and with the same time lag, the cost of the guaranty deposit is 16 
percent of c.i.f. value. 

In addition to direct taxes, a Turkish manufacturer is faced with 
prices for his materials that include duties which other Turkish manufac¬ 
turers have merely passed along. The high tariff structure operates both 
on raw materials and on capital equipment. As a result, the capital costs 
of producing manufactured goods become inflated. 

The problems connected with items which have high import requirements 
are best considered by examining two specific products. One of these is 
textiles. A number of Turkish textile manufacturers have suggested that 
they could export woolen cloth if provided with adequate imported raw 
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Table 5 


Import taxes and cost of import guaranty deposit 
for raw wool and textile machinery 


Raw a J 

wool- 7 


Textile . . 
machinery^ / 


1 . 


3- 


Landed cost of imports: 

A. C.i.f. value 100 100 

J 

Iiijport duties and taxes: 


B. 

Customs duty (most favored nation rate) 




(as $ of A) 

5 

15 

C. 

Municipality tax (l5$ of B) 

,0.75 

2.25 

D. 

Customs warehouse and handling 
(estimated at 3 $ of A) 

• 3 ’ 

3 

E. 

Pier tax (5$ of A+B+C+D) 

5.44 

6.01 

P. ' 

Production tax: 

- , 



a. Rate ($ of A+B+C+E) 

(0) 

(10) 

12.33 


b. Amount . 

0 

G. 

Import stamp 'sax (15 % of A) 

15 

15 


Total import duties and taxes 

29*19 

53*59 

Cost of import guaranty deposit: 

H. Import guaranty deposit ($ of A) 

10 

100 

I. 

Interest and bank-charges on import 
guaranty deposit (2$ per month x 8 
months) (l6$ of H) 

1.6 

16 


a/ Customs Tariff code 53*01.10 Merino wool, unwashed, 
b/ Customs'Tariff code 84.37*10 Textile machinery and appliances. 
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materials (Turkish wool is not of sufficiently fine quality to produce 
export-grade material). Textile manufacturers have also indicated that 
fabrics using synthetic yarns or blends of cotton and synthetics could be 
exported if adequate supplies of the synthetics were available at world 
prices. A further example relates to canned foods. In canning the container 
itself often represents a very substantial part of the value of the finished 
product.— perhaps 40 percent. It is clear, therefore, that if Turkish food 
processors are forced to pay twice the world market price for tin plate, 
they will find exporting extremely difficult. Tin plate is currently 
produced in Turkey by the Eregli Steel Company and is not on the list of 
items which may be imported. The price of tin plate from Eregli is about 
double^/ the world price, and the lacquers available to Eregli have not 
provided sufficient protection to insure effective preservation of acidic 
foods, such as tomatoes. As a necessary ’(tut not sufficient) condition, 
therefore, Turkish food processors must have available to them good-quality 
tin plate at prices equal to those which their competitors in other countries 
enjoy. 

C, The "High Cost” of the Turkish Economy 

* 

The Turkish economy 1 b often described as "high cost." This term is 
useful for shorthand purposes. It calls to mind, however,, the remark made 
by one development economist, after reviewing the export problems of a 
number of underdeveloped countries, that these countries appeared to have 
comparative advantage in nothing. The point of this remark was to point 
put that developing countries seem to have difficulties exporting all items 

l/ In February 1968, the f.o.b. price of tin plate in Western Europe was 
^ about $l88/metric ton. Eregli's price including production tax was 
$400/metric ton; excluding production tax, $342/metric ton. 
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regardless of where their advantage seemB to be. ThiB problem usually 
reflects an overvalued exchange rate. Similarly, if Turkey has a "high 
cost" economy, it is high cost at some assumed exchange rate. Clearly if 
the exchange rate were 100 to 1, all internal costs would be considered low. 
In examining the cost structure, therefore, two points seem relevant: the 
efficiency of Turkish enterprise, and competitiveness of one branch of the 
Turkish economy in relation to another. For example, no one complains 
about the "high cost" economy when discussing cotton production. It may be 
useful to compare cotton production with that of electric motors in order 
to isolate where the inefficiencies in Turkey seem to be greatest. 

The following may be listed as advantages which Turkish cotton producers 
enjoy: (l) Favorable climate and growing conditions.' 1 (2) Irrigation water 
often-provided below cost. (3) Fertilizer provided at c.i.f. prices plus 

distribution. (Fertilizer is the most favorably treated major commodity 

• ^ 

imported into Turkey. Thus Turkish cotton farmers do not need,a tax rebate 
on import duties since, in effeot, they do not pay any.) (4) Low cost labor. 
(5) Low cost fuel for tractorB. 

In compail’son, the electric motor manufacturer faceB few -of the same 
conditions: (l)'He has no'particular climatic advantage. (2) While his 
electric power may not be too expensive by European standards, on the other 
hand it does not receive the kind of implicit subsidy which is typical of 
irrigation water. (3) His import requirements are heavily taxed. (4) His 
labor is cheap, but Bkill level may also be low. (5) HLs capital equipment 
requirements are much higher than those of his agricultural colleague and, 
therefore, his interest payments and capital requirements are higher. 
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The electric motor manufacturer continues to produce because his 
protected market will permit him to pass these high costs along to the 
consumer. In this way the "high cost" nature of the Turkish economy is 
directly related to the high priority given to industrialization and the 
policies which result from that priority. As a result of these policies, 
the export market seems an unlikely prospect for the manufacturer. 
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V. Possible New Measures 

A. Government Leadership 

Turkey still needs an effective central export coordinating authority. 

The State Planning Organization's Investment and Export Promotion and Encourage¬ 
ment Bureau has not yet assumed such a role, nor have IGEME (Export Promotion 
Center), tho Chambers of Commerce and Industry, the Exporters Unions, or the 
Ministry of Commerce's Foreign Trade Department. 

Instead, Turkey has a situation where all of the above organizations, 
plus a handful of others, have been unable to develop a significant export 
effort. In view of their relative independence from each other, and the almost 
absolute lack of coordination, they often duplicate each others' functions. 

They perform roughly the same chores: preparing studies on what should be done 
about export, evaluating shortcomings of the existing economic system, study¬ 
ing foreign trade statistics, and making recommendations for new legislation. 

Functions which should be handled by one central organization are dis¬ 
persed. Exporter registration and licensing procedures are handled by a 
surprising number of public and semi-official agencies with little or no co¬ 
ordination in the execution of these tasks. They are: Exporters Unions 
Ministry of Commerce, Committee of Chrome Ore Producers, Miners' Association, 
Tobacco Producers Federation, Chamber of Commerce and Industry, Ministry of 
Customs and Monopolies, Ministry of Industry, Ministry of Finance, and Central 
Bank. 

Tax rebaces are also studied, proposed and administered by a variety of 
organizations. They include: Union of Chambers, Branch Chambers of Commerce 
and Industry, Economic Development Foundation, IGEME, Exporters Union, and 
Investment and Export Promotion and Encouragement Bureau. 
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Promotion, its planning, and theoretical execution are the responsi¬ 
bility of all export agencies but none of them is charged with the duty of 
supervising or coordinating such efforts. 

There is a clear need for a powerful central export authority which 
can stimulate and coordinate new endeavors—without discouraging new ideas 
it does not agree with. Hie Investment and Export Promotion Bureau has 
perhaps the best possibility to become the major guiding force in export 
promotion. This agency has not yet as Burned an aggressive role, as it is 
understaffed and lacks adequate authority. Nevertheless, it possesses the 
institutional framework to act as the prime mover in an export drive. To do 
this, however, the organization must be vitalized and streamlined; most of 
which can be done within the scope of existing legislation. Possible im¬ 
provements include: (l) raising the status of the organization to sub- 
ministerial level; (2) giving it authority to coordinate the promotional 
work of all of the existing export agencies; (3) allocating sufficient operat¬ 
ing funds to devise and lnplement promotional work for the entire export 
program; and ( 4 ) assigning it sufficient and suitable, trained, multi-lingual 
personnel. 

B. Financial Incentives 

i ( 

The current system of financial incentives has so far been insufficient 
to induce Turkish manufacturers to export; and even with administrative reforms 
and market development efforts, it appears likely that net prices received by 
Turkish manufacturers in the world market would be too low to induce them to 
export. Since precise price comparison data are lacking, it is difficult to 
suggest the exact degree of additional financial incentives that would be 
necessary. It does appear that for seme groups of commodities, particularly 
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textiles, small additional incentives would be adequate. 

The obvious and most effective form of financial incentive would be a 
change in exchange rate. If such a change were to come about, any likely 
new rate that is at or somewhat near the current concessionary rate for 
tourism and workers Remittances (TL 12 to $ 1 ) would not be sufficient to 
permit the Government to dismantle the existing tax rebate system. There¬ 
fore, even with a change in the rate, continued attention would be needed 
for other kinds of incentives. 

Assuming that a change in the rate is not likely in the near future, 
the question becomes that of what substitute measures can be taken. Some 
additional tax rebates were granted by a recent (April, 1968) decree, which 
raised rates for some textiles to over 50$ of f.o.b. value and for some other 
goods 'synthetic paint materials, copper cable) to close'to 50$. It is 
difficult to see how this system can be extended very much further for such 
commodities. 

Export Credit, In the opinion of the export community—and especially 
of export agents—the lack of low interest, medium-term credit in Turkey is 
one of the greatest obstacles to a rapid increase in exports. Banks extend 
export credit primarily for tobacco exports; some is also made available for 
other agricultural exports. The amounts involved are generally small and, 
it is claimed, inadequate. The interest rate is 9 $ per year and the loans 
are subject to additional charges amounting to about 1 * 5 $. Such credit, 
however, is very difficult to get. In view of the Central Bank's rediscount 
rate of 5$ or more for export credit, banks are reluctant to get involved 
in export credit transactions; for example, the banks will not make an advance 



- 65 - 


to the exporter before a letter of credit is opened even though a foreign 
buyer has placed an order. If and when the banks do extend credit, they 
are likely to demand high collateral (up to 200 $) and insist on short re¬ 
payment time. Most exporters are therefore likely to utilize normal com¬ 
mercial credit for their financing requirements. Such credit is apparently 
readily available but subject to a 14 $ interest plus 1 . 5 $ in various charges. 
These costs seriously affect the export prices and thereby lessen the export¬ 
ability of some commodities, especially in the agricultural sector. 

A major new incentive system might therefore be developed through the 
provision of low-co3t loans to manufacturers who export. This could be 
justified in light of high interest rates which Turkish manufacturers must 
pay for working capital and the resulting comparative disadvantage they face 
vis-a-vis their competitors in other countries. Such a system would need to 
be generous and easily administered. One technique might be, for example, 
to provide nine-month loans to any manufacturer up to the full value of 
exports. This would be done without stipulating how he used these funds. 

It would help to counteract heavy expenses which manufacturers face as a 
result of deposit requirements for imported goods. Unlike formal tariffs, 
these costs cannot currently be refunded to exporters. 

Foreign Exchange Retention. Another financial incentive would be a 
system of foreign exchange retention similar to that used by Pakistan. Under 
this system, an exporter would be permitted to keep for his own use a stated 
percentage of the foreign exchange he earned by exporting, This foreign 


1 / See Annex E for one approach to this question. 
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exchange would be in the form of a permit to import and would be a nego¬ 
tiable instrument. Thus, its value would change in relation to the com¬ 
petitive position of the Turkish lira in world markets. The concept of 
such a system is known in Turkey although not widely understood by business¬ 
men. In discussions with them, they have sometimes expressed interest and 
sometimes confusion. The latter is hardly surprising since en arrangement 
for the availability of foreign exchange to private individuals in Turkey 
is completely foreign to the approach embodied in the Turkish foreign exchange 
control system of the last decade. !Th«re is, however, a precedent in the 
existing arr ngement between the Ministry of Commerce and woolen cloth pro¬ 
ducers in both the public and private sectors to issue them additional import 
licenses for high quality (merino) wool equivalent to part of the foreign 
exchange received for their exports. 

C. Market Development 

Entering a new market is costly under any circumstances; it is especially 
costly when a firm has to start out on a trial and error basis. Business can 
seldom be conducted by mail and it is advisable for the exporter to maintain 
representation in his new market area. Advertising, trade fairs and show¬ 
rooms i'iiould be added, and in some cases warehousing expenses. Above all, 
but depending on the product, a sales force may have \o be established and 
trained. 

Joint Ventures. One approach which might be useful would be to establish 
Joint ventures with foreign firms. Not only' could the Turkish manufacturer 
take advantage of his partner's personnel, but simultaneously his own per¬ 
sonnel could be trained to conduct foreign trade operations. 
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The foreign partner could make available an established distribution 
and sales network, which would be used to introduce the exporter's products 
and develop their sales. Furthermore, he would, as a matter of course, be 
in touch with local market developments and have easy access to buyers and 
businessmen. 

The firms which would benefit from such a venture would be primarily 
those who have had no previous foreign sales or only sporadic exports without 
continuity in volume or destination. 

Locating suitable partner;, is not a problem since many foreigners are 
looking for such opportunities. Since, however, Turkey does not now have 
access to the business market or only inadequate access, specific measures 
must be initiated to overcome this first step. These steps are almost cost¬ 
less and, therefore, should have quick acceptance. Some Government assistance 
is, however, needed to insure successful implementation: 

(1) Chambers of Commerce and Industry find out which firms have (a) 
sufficiently large capacity to meet the demands of foreign buyers and (b) 
the desire to export. 

( 2 ) The Chambers eliminate products which are unsuitable for export 
by virtue of (a) their price or (b) excessively high foreign exchange re¬ 
quirements for imported row materials. 

(3) Brief and accurate descriptions of the firms' products, capacity, 
etc., are prepared in several languages. 

( 4 ) Commercial Attaches would need to publicize these reports through 
local publications and personal contact. 

( 5 ) Trade mission teams of interested businessmen (not more than five 
per team and not Government officials) should be sent to selected countries to 
publicize these opportunities. 
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Export Promotion Cooperatives. A second new arrangement which might 
help to develop markets overseas would be the establishment of export pro¬ 
motion cooperatives. This trading device has proved successful in a number 
of Eastern European countries and could probably be adapted to fit Turkey's 
present needs. Similar organizations are being developed privately in the 
United States as Combination Export Management firms. 

Such organizations act for firms as their export departments and ad¬ 
vertising offices and maintain overseas offices as well. To be efficient, 
the organization represents several or many manufacturers. 

Export Promotion Cooperatives may function on a regional or commodity 
basis. Cooperatives for agricultural commodities, such as hazelnuts or citrus 
fruit, already function in Turkey. Their usefulness has largely been proven 
and their contribution to the development of exports is great. 

Export Promotion Cooperatives for manufactured products or for a com¬ 
bination of manufactured and agricultural products, however, function best 
on a regional basis. They can thereby represent firms from several non- 
conpeting segments of industry located in a given area. In addition, although 
some products require longer time to produce profits in a new market than 
others, or have fluctuating sales volumes because of style changes and other 
reasons, the composition of a multi-sectoral cooperative can serve.effectively 
to safeguard it from serious income fluctuations and costly interruptions in 
sales. 

Depending on the location, the number of firms participating in an 
Export Promotion Cooperative in any given area may vary; 15 to 20 firms is 
a workable conposition.' Thus, a city like Istanbul may accommodate several 
while one like Bursa would undoubtedly utilize only one. 



- 69 - 


Personnel for both the home office and overseas offices must be selected 
for foreign trade competence, rather than for other reasons. The overseas 
offices should be manned primarily by nationals of the importing country. 

While this may be costly, it will also furnish immediate knowledge of the 
local market. Compensation must be generous to attract corpetent personnel. 

Government encouragement in the form of tax exemptions, and low interest 
small business loans would be required during the Initial stages of operation. 
Allowances would also have to be made for easy access to foreign exchange to 
operate the overseas offices. This could later be replaced by a mere exchange 
retention system based on the Export Promotion Cooperative’s earnings. As 
a start, however, even a simple offer of incentives such as tax exemption 
may suffice to produce such cooperatives. 

Export insurance. Export insurance, as distinct from normal maritime 
insurance, is not available in Turkey at all. Although the need for such 
insurance has been recognized by the Union of Chambers and the Exporters 
Union, no measures have yet been taken to put into effect an export insurance 
system. Export business therefore is made to appear even less secure and 
less inviting than in other countries which guard their exporters against 
defaults and other unexpected developments. 

Information. News about foreign markets, specifically prices and trade 
opportunities should be collected in foreign countries, reported pronptly and 
disseminated to actual and potential users. In the absence of overseas 
offices maintained by the private sector, the task of reporting should be 
performed by the Turkish commercial attache's who should be instructed to per¬ 
form the following tasks: 
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(1) Monitoring and submitting timely price information for commodities 
which are being exported by Turkey and reporting anticipated changes in 
prices. 

(2) Searching for and reporting on sales opportunities which could be 

1 r > 

supplied by Turkish firms. 

(3) Submitting periodic reports on market conditions and problems, and 
on peculiarities of and changes in regulations. 

(4) Investigating and reporting on the financial status and business 
reputation of prospective clients of Turkish exporters. 

The information received from commercial attaches should be processed 
by one central organization, such as ^he Foreign Trade Department or the 
Union of Chambers, and immediately passeci on to the individual exporters. 

At the present time there is no distribution system for even the small amount 
of pertinent information available. To be effective the news must reach users 
quickly. Dissemination could be through a weekly newsletter for less pressing 
items and by telephone or personal letters for news which demands immediate 
action. 

Education. The shortage of qualified foreign trade personnel cannot 
be solved quickly. General improvement of export techniques in the business 
community will require new emphasis on the academic and practical exposure 
of young businessmen to foreign trade principles and methods but some measures, 
which could provide at least partial resolution of this problem, may be in¬ 
itiated immediately. 

Long-range measures affecting the future development of Turkish exports 


would include: 
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(1) Establishing specialized courses in marketing, shipping, freight 
forwarding, and foreign trade procedures. Such courses, however, should 
probably not be sponsored by the traditional university faculties which are 
excessively academic in their approach end whose members have no direct 
knowledge of the practical problems involved. Short in-service courses 
which could be sponsored by Istanbul Business Administration Institute and 

use as teachers people actually in the business world would be more productive. 

(2) Greater Government-sponsored participation of businessmen (rather 
than Government officials) in the foreign trade programs of the Harvard 
Business School end the GATT International Trade Center. 

Short-range measures would consist primarily of export seminars such 
as the 'one already initiated in Istanbul on practical foreign trade tech¬ 
niques and problems, but expanded in coverage. They should be short (2-3 
days) and address themselves to one specific commodity or sales area at a 
time. The organization and financing of such seminars could be by Govern¬ 
ment and/or the Union of Chambers. An expansion of the existing export 
seminar program of the Istanbul Chamber of Commerce would be a useful 
beginning. 

D. Free Ports 

Despite awareness of the need for them, Turkey's experience with free 
ports is almost nonexistent. The ports of Iskenderun and Trabzon contain 
areas which have been referred to as "free ports," but which are actually 
used for customs-free storage and trans-shipment of international freight. 
Trabzon has a free warehouse area under control of the Denizcilik Bankasi T.A.O. 
Istanbul (Maritime Bank). The Iskenderun free port area served the same 
purpose until 1965, when port construction activities ended the use of its 
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"free" warehouse. It has since been rebuilt by a private sector transporta¬ 
tion firm, Tuzcuoglu, and is ready to be opened for business. Tuzcuoglu's 
plans call for adding manufacturing facilities to its free warehouse to 
process textiles for re-export. The firm hopes to set up a similar facility, 
in or near Istanbul, 

Plans are being prepared by the Izmir Chamber of Industry to establish 
a genuine free port (manufacturing facilities as well as warehouses) in the 
Izmir Bay area. Actual work on the free port itself is due to begin after 
roads, docks, and other infrastructure are completed, but it is hoped that 
the port itself will be operational by 1972. 

Other areas considered for free ports have included Mersin, Samsun and 
Bandirma, but none of these projects has materialized. ‘ The Bursa Industrial 
Park has been mentioned as a possible "free" area but there is little 
interest in such a project. 

Some attempts have been made in the recent past to explore the useful¬ 
ness of establishing a free port in Turkey, including an internal study by 
the Union of Chambers and a proposal, for a feasibility study -submitted to 
AID by Checchi and Co. It is time, however, that a thorough-going study of 
the question be made. 
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Annex A . Export Projections by Commodity 

The figures in Table 4 of the text were derived on the basis of the 
following considerations: 

1. Agricultural Products 
l.a. Haw Cotton 

Although no increase in total area planted is expected, the expansion 
of irrigated areas in the pukurova and the Southeast will result in increased 
average yields and therefore increased raw cotton production. By 1972, raw 
cotton production is expected to reach 450,000 HP (U.S. Agricultural Attache 
estimate). Since Turkey is still a marginal supplier of cotton to the world 
market, it can sell all its available supplies at the world price. 

The availability of raw cotton for export depends on the excess of its 
supply over domestic Turkish demand. Domestic demand for raw cotton in turn 
depends on production of yarn and cloth for domestic consumption and for 
export. We assume that textile production capacity will not be a constraint 
on total textile output, so that textile exports will be limited by external 
demand rather than by domestic capacity. The higher the domestic consumption 
and the higher the exports of cotton textiles, the lower will be the avail¬ 
ability of raw cotton for export. 

The export price of Turkish cotton in our 1972 projections is taken as 
$54 o/MT, 10 percent less than the 1968 price of $600/MP. This assumes that 
the International Cotton Advisory Institute will be successful in finding new 
uses for cotton and in preventing a price war among cotton producing countries. 
The Second Five Year Plan projection uses a cotton price of $600/MT. 
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In the calculations set out in Table A-l, we have made two assumptions 
as to domestic consumption of textiles. The first is the simple assumption 
that the apparent current "saturation' 1 of the domestic market for textiles 
means that the per capita Turkish use of cotton will remain at its 1968 
level, so that total cotton use will grow at the rate of increase of total 
population ( 2 . 6 $ per year). On this basis, use of raw cotton by textile 
production for domestic consumption would amount to 171,000 MT by 1972 . 

A higher level of domestic consumption of cotton textiles than that 
postulated above would, of course, reduce the availability of raw cotton 
for export.- Our second assumption is that per capita consumption of 
textiles would show a continuation of the 2 .\ percent annual increase 
experienced during the period 1962-1966. On this second assumption, use of 
raw cotton by textile production for domestic production would amount to 
175,000 MT by 1972 . 

In both cases, higher cotton textile exports imply lower raw cotton 
exports, as shown in the following projections for 1972: 


USAID projection: 

Low domestic consumption 
of textiles: 

Low textile exports 
High textile exports 
High domestic consumption 
of textiles: 

Low textile exports 
High textile exports 


Raw cotton 

exporta Value of exports(mill,$) 

Quantity Price Raw Cotton 
('OOP MT) ($/MT) cotton textiles Total 


267 

54 o 

144.2 

21.1 

165.3 

261 

540 

140.9 . 

31.2 

172.1 

263 

54 o 

142.0 

21.1 

163.1 

257 

540 

138.8 

31.2 

170.0 

2 J? 0 “. 

600 

150.0 

28.9 

178.9 


SPO SFYP projection 



Table JU1 


Cotton Export Projections 


Projected 1972 


USAID 


Low textile 


High textile 



1966 

1967 

Estim. 

1968 

Low 

textile 

exports 

High 

textile 

exports 

Low 

textile 

exports 

High 

textile 

exports 

SPO 

SFIP 

1. RAW COTTON: 

Quantity ('000 MT) 

Production of raw cotton 

382 

393 

n.a. • 

450 

450 

450 

450 

455 

Use for domestic production 
of cotton textiles a/ 

v-132 

147 

164 

183 

189 

187 

193 

205 

Cloth 

107 

122 

132 

148 

154 

152 

. 158 

183 

Knitted goods 

— 

2 

2 

6 

6 

6 

6 

8 

Yam (net) 

25 

23 

30 

29 

29 

29 

29 

14 

For domestic consumption 
of cotton textiles 

129 

144 

156 

171 

171 

175 

175 

194 

Cloth 

105 

119 ‘ 

124 

136' 

136 

340 

140 

172 

Yam (net) 

24 

25 

32 

35 

35 

35 

35 

22 

Fofr exports of cotton textiles 

3 

3 ' 

n.a. 

12 

18 ' 

12 

18 

11 

Cloth 

3 

3 

n.a. 

12 

18 

12 

18 

11 

Yam (net) 

- 

• — 

- 

- 

- 

- 

— 

- 

Exports of raw cotton 

259 

248 

n.a. 

267 

261 

263 

257 

250 

Price of exports of raw cotton ($/MT) 

496 

530 

600 

540 

540 

540 

540 

600 

Value of exports of raw cotton (£ mill.) 

128.5 

131.5 

n.a. 

144.2 

340.9 

342.0 

135. S 

150 


--3 


a/ Applying following factors to quantity data under "B. Cotton manufactures." 


1 meter of cloth = 0.145 kg. of yarn =■ 0.167 kg. of cotton 
1 kg. of yam = 1.150 kg. of cotton. 



Table (continued) 

Cotton Export Projections 


Projected 1972 
USAID 


Low textile High textile 

consumpti on _cynsupotfon 




Prelim. 

Estim. 

Low- 

textile 

High 

textile 

Low 

textile 

High 

textile 

SP0 


1966 

1967 

1968 

expprta 

exports 

exports 

exports 

SFYP 

B. COTTON MANUFACTURES • 

Ouantitv 

Production; 

Cloth (mill* meters) 

640 

732 W 

790 

887.8 

923.9 

914.0 

950.1 

1,095 

Knitted gooes ('000 KT) 

n.a. 

2.6 

n.a. 

5.0 

5.0 

*~5.0 

5.0 

6.7 

Yam ('COO KT) 

115 

128 

143 

158.7 

164.0 

162.5 - 

167.8 

n.e* 

For cloth production 

93 

106. 

115 

126,7 

134.0 

132.5 

137.8 

158.8 

For knitted goods 

n.a. 

2 

2 

5.0 

5.0 

5.0 

5.0 

6.7 

N^t (estim.) 

22 

20 

26 

25.0 

25.0 

25.0 

25.0 

n.a. 

Domestic consumption; 

Cloth (mill, meters) 

630 

712 b / 

740 b / 

815.3 

815.3 

sa . 5 

sa . 5 

1,030 

Knitted floods (*000 MT) 

n.a. 

2 ‘ 

n.a 

5.0 

5.0 

5.0 

5.0 

6.0 

Population (million) 

32.2 

33.0 

33.9 

37.4 

37.4 

37.4 

37.4 

37.4 

Per capita consumption; 

Cloth (meter/capita) 

19.6 

21.6 

21.8 

21.8 

21.8 

22.5 “ 

22.5 

27.5 

Exports; 

Cloth (mill, meters) 

2.0 

1~.6 

n,a. 

72.5 

1 D 8.6 

72.5 

108.6 

65 * 

Knitted goods ('000 Ml) 

- 

— 

n. a. 

0.0 

0.0 

0.0 

0.0 

0.7 

Yern ('000 Iff) 

- 

- 

n.a. 

0.2 

0.2 

0.2 

0.2 

n.a. 

Price of exports of cotton textiles 
Cloth (v/meter) 

0.23 

0.31 / 

n.a. 

0.28 

0.28 

0.28 

0.28 

0.20 

Yam (</kg) 

- 

- 

n.a« 

1.20 

1.20 

1.20 

1.20 

n.a 

Value of exports of cotton textiles 
(§ nJ-VU) 


-0*50 

P-JU 

^UJL 

31*2 

21,1 

31*2 

.28-9- 

Cloth 

0.47 

0-.50 

n.a. 

20.3 

30.4 

20.3 

30.4 

13.3 

Knitted goods 

- 

- 

n.a. 

0.6 

0.6 

0.6 

0.6 

15.6 

Yam 

- 

“ 

n.a. 

0.2 

0.2 

0.2 

0.2 

n.a. 

C. RAL COTTON AND COTTON MANUFACTURES COMBINED: 

Value of exports of raw cotton nlus 
cotton manufactures (2 mill.) 129.0 

132.0 

n.a."' 

165.3 

172.1 

. 163.1 

170.0 , 

* 178.9 


b/ SPO, 1968 Yili Prorraml (1968 Annual Program) 
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The ,USAID projections'entore< in Table 4 correspond with the 10;/ 
estimate of domestic consumption of textiles in Table A-l. The positions 
of the "high"and "loir" projections for raw cotton exports in Table 4 are 
therefore reversed in order to maintain consistency with the "low" and 
"high" projections for textile exports. The SPO projection is derived from 
estimates published in the English summary of the Second Five Year Plan^ 
but not in the complete Turkish text of the Plan document. 

l.b. Tobacco 

The trends in tobacco exports are difficult to determine. Annual 
fluctuations in exports are great and it would be misleading to select any 
one year's export level as "normal." Discussions with leading tobacco 
exporters and buyers do not point to any drastic increases or decreases for 
the next four or five years. 

A comparison between the annual average for the 1952-1954 period and 
the 1965-1967 period shows an overall increase of $27.5 million, or an 
annual increase of $2.75 million. Taking this as representing the normal 
trend of tobacco exports and applying it to the 1965-1967 average of $ 105.3 
million gives us our "high"projection of $ 119.8 for 1972. The SPO target 
is entered in Table 4 as our "low" projection. 

l.c. Iluts 

Doth our low and high 1972 export projections for nuts are considerably 
above the $77.0 million projected in the Second Five Year Plan, our low 
projection coming to $95*5 million and our high projection to $102.1 million. 

l/ SPO, A Summary of the Second Five Year Development Plan of Turkr-y 
(1968-1972), I. Economic Plcnning, Table 4.l4 and Table 7.9, no. 35 
aiid 64 . ' ' 
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'(l) Hazelnuts 

Turkish exports of hazelnuts showed a sharp increase in 1967 as a 
result of the sale of a large quantity to the Soviet Union. The level of 
hazelnut exports brought about by this unusually large purchase may well be 
maintained, however, because of the likelihood that the Soviet industrial 
project loans will be paid for in part through hazelnut exports. If ship¬ 
ments to the Soviet Union remain at a high level and efforts are made to 
increase sales to the United States, Europe, and Japan, hazelnut exports 
could attain a level between $84 and $90 million by 1972 . This is subrtan- 
tially more than the $ 68.1 million level projected in the Second Five Year 
Plan, 

The expansion of hazelnut exports is more likely to be constrained by 
external demand than by domestic supply. Turkey is the world's leading 
producer of hazelnuts, averaging over 60 percent of world outjvt during the 
past decade. As shown in Table A- 2 , plantings were expanded considerably 
during the 1960's and average yields rose by 1.5 percent per year from 
1955-1959 to 1962-1966. Curing the coming years, the number of trees may 
be expected to increase by 1,5 percent per year over 1966 while yield per 
tree (average of good and bad years) may be expected to increase by 2.5 
percent per year over the 1962-1966 average. 

Like a number of other tree crops, hazelnut production shows a two- 
year cycle, but not consistent enough to predict in advance which will be 

'K ' 

the good year. However, the hazelnut producers' cooperative, Flskobirlik, 
does an effective job of carrying stocks from good years to bad ar.d, from - 

, 1 f 1 , 

the producers' point of view, of supporting and stabilizing prices. 
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Table A -2 

Hazelnut production and exports 


Production 


Year . 

Number 
of trees 
(’000) 

Yield 
per tree 

Un¬ 

shelled 

(MT) 

Shelled > 
equiv.^ 
(ME) 

Export 

Quantity 

(MT) 

s (shelled) 

Price Value 

($/MT) (mill.$) 

1955-1959 

(average) 

I960 

154,630 

161,000 

0.665 

0.360 

102,770 

58,470 

48,300 

27,480 

42,000 

933 

39,200 

1961 

169,159 

0.450 

76,000 

35,720 

36,568 

1,156 

42,264 

1962 

174,862 

0.700 

122,000 

57 , 3^0 

43,686 

1,282 

55,992 

1963 

176,283 

0.500 

80 , 44 o 

41,570 

41,757 

1,293 

54,003 

1964 

184,000 

1.0600 

195,215 

91,750 

49,128 

1,022 

50,208 

1965 

187,000 

0.330 

62,000 

29,140 

60,077 

1,030 

61,855 

1966 

192,000 

1.090 

210,000 

98,700 

55,583 

1,020 

56,669 

1967 

n.a! 

n.a. 

71,000 

33,370 

74,016 

1,139 

84,307 

1962-1966 

(average) 

182,820 

0.740 

135,530 

63,700 

50,046 

l } ll 4 

55,745 

Projected 

1972 : 

Good 

Bad 

Average 

Low 

High 

210,000 

210,000 

210,000 

1.300 

0.500 

0.900 

273,000 

105,000 

189,000 

128,310 

49,350 

88,830 

76,000 

82,000 

1,100 

1,100 

83,600 

90,200 


a/ 1.0 kg. of unshelled hazelnuts yields 0.470 kg. of shelled hazelnuts. 
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By 1972, production of over 270,000 MT in a good crop year and \>S 
105,000 MT in an off-year may be expected, for an average of about 190,000 MT. 
At 0.470 kg. of shelled hazelnuts per kg, of unshelled, Turkey’s annual 
supply of shelled hazelnuts should thus be about 90,000 MT, of which between 
5,000 and 10,000 MT will go to domestic consumption leaving 80-85,000 tons 
available for export. At 1967 export prices, this would yield $88-94 million 
in foreign exchange earnings if sold. 

The course of demand will depend on several factors: the extent to 
which the USSR maintains and expands its current high level of purchases; 
the extent to which exports to new markets such as the United States and 
Japan can be developed; and the extent to which exports to Turkey's tradi¬ 
tional Western European markets can be increased by new packaging and 
processing, e.g., by presenting roasted and blanched hazelnuts in cello¬ 
phane bags and boxes. Our low 1972 projection fo> hazelnut exports is 
$84 million; our high projection is $90 million. The breakdown of these* 
projections by area of destination is shown in Table A-3. 

(2) Other nuts 

(a) Pistachios 

Pistachio nuts are becoming increasingly popular both in Europe and 

' r i ' ' *4 ’ ' ’ 

the United States, and the .Plan.projection of $8.9 million of pistachio nut 
exports in 1972 does not seem unreasonable.. 

(b) Other 

Exports of other nuts may be expected to remain at the average level 
registered during the I963-I967 period ($3.0 million). 



' 


Western 

Year 

Total 

Europe 


19^1 36,568 32,083 


1962 

43,686 

4l,o46 

1963 

41,747 

36,557 

1964 

49,128 

42,869 

1965 

60,077 

45,976 

1966 

55,583 

35,026 

1967 

74,016 

54,388 

Projected 

1972: 

Low 

76,000 

55,860 

High 

82,000 

57,400 


1967 

100.0 

73.5 

1972 

100.0 

70.0 
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Table A-3 


.zelnut exports by area 


A. Quantity 





Other 


U.S. 

Japan 

USSR 

COMECON 

Other 


(metric tons) 


1,272 

96 

- 

1,793 

1,324 

l,24l 

34 

- 

940 

425 

1,749 

125 

- 

2,197 

1,12° 

1,847 

20 

544 

2,773 

1,075 

2,825 

88 

5,929 

4,385 

874 

2,102 

130 

8,779 

6,316 

3,230 

2,259 

445 

12,079 

3,74l 

1,104 

2,360 

450 

12,390 

3,880 

1,060 

4,100 

820 

13,940 

4,920 

820 


(percent) 


3.1 

5.0 


0.6 

1.0 


16.3 

17.0 


5.1 

6.0 


1.4 

1.0 
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Table A-3 (cont.) 


Hazelnut exports by u^ea 


B. Value 


Western 


Year 

Total 

Europe 

U.S. 

, Japan 

USSR 

COMECON 

Other 

1961 

42.3 

37.4 

(million dollars) 

1.5 0.1 


2.2 

1.1 

1962 

56.0 

52.4 

1.7 

* 

- 

1.3 

0.6 

1963 

54.0 

47.2 

2.3 

0.2 

~ 

2.8 

1.5 

1964 

50.2 

43.5 

2.0 

* 

0.6 

3.0 

l’.l 

1965 

61.9 

48.4 

3.1 

0.1 

4.8 

4.5 

1.0 

1966 

56.7 

35.9 

2.4 

0.2 

7.8 

6.9 

3.5 

1967 

84.3 

62.5 

2.7 

0 . 5 ' 

12.6 

4.5 

1.5 

Projected 

1972: 

Low 

83.6 

59.4 

4.2 

0.8 

■ t 

13.4 

5.0 

0.8 

High 

90.2 

64.0 

4.5 

0.9 

14.5 

5.4 

0.9 





(percent) t 

- • 


v* 

1967 

100.0 

74; 1 

3.2 

0.6 

14.9 

5.3 

• 1.8 

1972 

100.0 

71.0 

5.0 

. 1.0 , 

\6.o 

6.0 

1.0 


* Less the $100,000. 
- No exports. 
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l.d. Dried Fruit 

There is nothing in the present picture to suggest that the rather 
dramatic increases in exports of dried fruit forecast in the Redding paper^ 
will be realized by 1972. The measures which Redding felt were necessary 
to attain a high level of dried fruit exports, i.e., stricter quality 
controls, more attractive packaging, and greater promotional efforts, are 
simply not being effected. The exnort figures presented below have there¬ 
fore been calculated under the assumption that exnorts will continue to 
increase at the unimpressive rates registered in the recent past. Even 
under this pessimistic assumption, however, export levels in 1972 should 
exceed those forecast in the Second Five Year Plan. 

Raisin exports, assuming that the 1965-1967 trend continues, will be 
$26.1 million in 1972, or slightly higher than the Plan figure of $25.2 
million. 

If fig exports continue to increase at the rate recorded during 
1962 - 1967 , $9*1 million worth will'be exported in 1972. This is very close 
to the $ 8.9 million figure quoted in the Plan. 

If one assumes that exports of other dried fruit ($1.7 million in 1967 ) 
will reach a $ 2.0 million level in 1972 , the total export of dried fruit in 
1972 will amount to $ 37.2 million, as compared with the $ 3^.1 million 

1 

figure for exports of raisins and figs only set out in the Second Five Year 
Plan. 


l/ A. D. Redding, Turkish Exports: Problems and Opportunities, USAID/Ankara 
March 17, 1967, pp. 12 V[Il 
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l.e. Fresh Fruits and Vegetables 

Fresh fruit and vegetable export prospects are excellent. Turkish 
citrus production is growing rapidly! as a result of earlier and continuing 
expansion of the area planted (the rate of growth of citrus orchards is at 
present estimated to be 9$ annually), and improved varieties and harvesting 
and packing techniques have been introduced. Efforts to overcome the 
obstacles to increased exports of other fresh fruits and vegetables, how¬ 
ever, have been more limited. 

Exports of fresh fruits and vegetables can be increased sharply only 
when the problem of providing adequate transportation to the European 
markets is solved. In addition, OECD Grading standards must be adhered „o, 
and close relationships, based on sound business practices, must be devel¬ 
oped with principal European importers. Turkish fresh fruit and vegetable 
exports can attain the high levels projected below only if these steps are 
taken. Otherwise, Turkey will have to settle for a much lower level of 
earnings. In addition, negligence at this time may result in a permanent 
loss of markets to other Mediterranean countries. 

In the following calculations, two alternative estimates of 1972 
Turkish citrus production are used. The "low" production estimate is the 
one set out in the Second Five Year Plan. This projection assumes a 6.0 
percent annual increase in the production of oranges, a 5.4 percent increase 
in lemons, and a 11.5 percent increase in tangerines, and results in a total 
Turkish citrus production in 1972 of 595 thousand metric tons. The "high" 
production estimate assumes a 10 percent annual increase in total citrus 
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production. This is the growth factor used in the Bedding paperr It 
reflects the increases in the area planted in citrus that have occurred in 
recent years. At this rate, total Turkish citrus production will reach 696 
thousand metric tons in 1972. 

Two alternative estimates of 1972 Turkish domestic citrus consumption 
requirements are also used. The "low" domestic consumption requirements 
estimate, 475 thousand metric tons, is that of the SPO. This is the figure 
set out in the Second Five Year Plan. A "high" estimate is calculated, 
assuming a 5.6 percent annual increase in disposable income (such as fore¬ 
cast in the Second Five Year Plan), a population growth rate of 2.6 percent 
(the figure for the period 1960-1965), and an income elasticity of demand of 
1.4 (as estimated by Redding^). This calculation results in a total 
domestic consumption requirements figixre of 490 thousand metric tons in 1972. 

Table A-4 presents four alternative projections of the Turkish citrus 
"balance" in 1972. Table A-5 sets out the citrus export possibilities of 
Turkey in 1972 and shows the effect on exports of the various assumptions 
about production and domestic consumption requirements. The quantity 
figures are converted to dollars by valuing citrus at $125 a metric ton. 

One can see from Table A-5 that Turkish citrus exports in 1972 will 
range from a low of 105 thousand tons ($13.1 million) to a high of 221 
thousand tons ($27.6 million), depending on the actual rate of growth of 
production and domestic consumption. It should be noted, however, that 
these figures indicate amounts (and values) of citrus available for export. 

1/ Ibid. , p. 20. 

2/ Ibid. 



Table A-4 


Turkish Citrus Balances, 1972 
(Thousand Metric Tons) 



Production 

Net Trade 
(imports 
less Exports) 

Changes 

in Stocks Supply 

Total 

Domestic j 
Consumption-' 

Domestic 
Consumption 
Per Capita 
(kg./yr.) 

Low Production Estimate; 






Low Consumption Estimate 

595 

-120 

475 

475 

12.7 

High Consumption Estimate 

595 

-105 

490 

490 

13.1 

High Production Estimate: 






Low Consumption Estimate 

696 

-221 

475 

475 

12.7 

High Consumption Estimate 

696 

-206 > 

490 

490 

13.1 


a/ Assumes a continuation of the 2.6$ annual increase in population experienced during the period 
I 960 -I 965 . At this rate, the population of Turkey will total 37*4 million in 1972. 



Table A -5 


Turkish Citrus Export Possibilities, 1972 
(Thousand Metric Tons and Million Dollars) 


A. Quantity ('000 Ml); 

Low Production Estimate 
High Production Estimate 



Low Production Estimate 
High Production Estimate 


High 

Consumption 

Estimate 


105 

206 


13.1 

25.8 


a/ Citrus is valued at $125 a metric ton. 


Low 

Consumption 

Estimate 


120 

221 

15.0 

27.6 
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Actual shipments of these magnitudes can be accomplished only if the measures 
outlined above axe taken. The provision of adequate transportation to the 
European markets is a particularly critical factor in enabling exports in the 
higher regions of the possibility range. As a point of comparison, the Second 
Five Year Plan citrus export target of 67 thousand tons ($8.4 million when 
valued at $125 a ton) falls considerably below the possibility range described 
herein. Redding’s "notional" target for 1973 > on the other hand, approaches 
the upper limit of the range. He envisaged exports in that year of 200 thou¬ 
sand tons ($25 million)^ 

Other Turkish fruit exports in 1972 should amount to about $2 million, 
while an additional $2 million should be earned through exports of vegetables. 
This is twice as much as the implicit figure in the Plan, which is around $2 
million for both categories taken together. 

l.f. • Cereals 
(l) Wheat 

The introduction of Mexican wheat in Turkey holds out the possibility of 

' t 

dramatically increased production and therefore substantial wheat exports by 
1972. The importance of the wheat program to the Turkish economy cen be 
readily appreciated when one recalls that in projections done in early 1965 , 
as part of the USDA study of world food budgets, it was estimated that Turkey's 
wheat imports would increase by 1970 to about 500,000 tons annually. Although 
the increased use of fertilizer in the past two years has improved yields and 
rendered the production estimates in these earlier projections somewhat low, 
the benefit to the Turkish economy of wheat exports as opposed to imports of 
anything like this magnitude is apparent. 


1/ Ibid 
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One must be careful; however; to avoid over-optimism concerning this 
aspect of the Mexican wheat program. Exports in 1972 are not guaranteed. 

Very optimistic projections presented elsewhere^ rely on an assumed 1972 
level of domestic per capita consumption which implies a liigh negative income 
elasticity of demand for wheat. If one assumes a continuation of the present 
rate of groirth of population (2.6$ annually) and an annual increase of 5*6 
percent in disposable income (such as forecast in the Second Five Tear Plan), 
these projections imply a negative income elasticity of demand for wheat of 
-0.48. The assumption is that wheat consumption will be very responsive to 
income changes during the Second Five Tear Plan period; in contrast, the 
income elasticity of demand during the First Five Tear Plan period was almost 
7ero, i.e., per capita consumption remained constant in spite of rising 
incomes. By way of comparison, the Elkinton report estimates the income 
elasticity of demand for wheat in Turkey to be -0.083,~^ while the FAO estimates 
that in 1962 it was a positive 0.2 t^ 

The foregoing considerations point up the need for a reconsideration of 
the export possibilities engendered by the Mexican Wheat program. Thesa possi¬ 
bilities are delimited by three variables—the degree of acceptance of the new 
wheat technology, domestic consumption requirements, and secular movements in 
the international price of wheat. 

1/ Agency for International Development, Turkey-Agricultural Loan : High 
Tield Wheat Seed Project, Washington, June 20, 1967, p. 23. 

2/ Prospects for Turkish Agriculture : A Report by Study Team to the Minister 
of Agriculture , Ankara, December 19 6 E, p. 10. 

3/ United Nations, Food and Agriculture Organization, Committee on Commodity 
Problems, Agricultural Commodities-Projections for 197$ and 1985, Volume II 
Rome (?), August 196b, p. 2ti. 
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Technological Acceptance 

The degree of acceptance of the new wheat technology by the Turkish 
fanner is the principal determinant of the future trend of Turkish wheat 
production. For this reason, production estimates which do not take the 
Mexican wheat program into account are, for the purposes of this paper, 
considered obsolete. We have therefore disregarded earlier estimates of the 
SPO and the FAO and used a set of production estimates made by the AID 
Economic Planning Division with the assistance of the Office of the Agricul¬ 
tural Attache of the American Embassy. The range of these estimates (here¬ 
after referred'to as "USAID estimates"), however, encompasses both the SPO 
and the FAO estimates^ 

The Mexican wheat program appears to be going very well, and all indica¬ 
tions are that technological acceptance will range from ample to almost 
complete. Since this year's crop is the first, however, it is impossible to 
say anything definite about the ultimate degree of acceptance. For this 


l/ The SPO estimate, as incorporated in the Second Five Year Plan, is 9)200 
thousand metric tons. When this figure is adjusted to the same basis as 
the USAID estimates, it becomes 9,000 thousand metric tons. This estimate 
implies a wheat production growth rate considerably greater than the 
historical trend. According to the Plan, this high growth rate will be 
brought about by a reduction of fallow and the increased use of fertilizer. 

On the basis of a study of production trends during the period 1950 - 1964 , 
the FAO projects a 1.8 percent annual increase in area planted and a 1.2 
percent annual increase in yield over the period 1962-1975, resulting in 
a 3*0 percent annual increase in production. This growth rate, when 
applied to the FAO's 1962 production estimate of 6,937 thousand tons, 
yields a production estimate for 1972 of 9>323 thousand metric tons. 

Eoth of these estimates fall in the lower end of the USAID production 
estimate range, which is bounded by low and high estimates of 9)000 and 
10,600 thousand metric tons, respectively. 
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reason, three alternative estimates of 1972 wheat production are used?/ In 
each case, the total area planted in wheat in Turkey is assumed to remain 
constant over the period in question. The wheat acreage in the coastal 
regions favorable to Mexican wheat is estimated at 1,750 thousand hectares. 

The portion of this area planted in Mexican wheat is assumed to double each 
year from 1968 (200 thousand hectares) to 1971 (1,600 thousand hectares). It 
remains at this same level in 1972 ; i.e., 150 thousand acres in the project 
areas continue to be planted in traditional varieties. The traditional wheat 
yield in both the coastal and the plateau areas is assumed to increase at an 
annual rate -of 1.5 percent (slightly more than the 1959-1966 trend) from 1,314 
kgs. per hectare in 1967 to l,4l6 kgs. per hectare in 1972. The "low" produc¬ 
tion estimate assumes a very modest degree of success in the introduction of 
the new wheat technology. The result is a Mexican wheat yield of 2,100 kgs. 
per hectare, which is about 50 percent greater than the yield obtained with 
native varieties. The "medium" production estimate assumes greater success 
and results in a Mexican wheat yield of 2,800 kgs. per hectare, double that 
obtained with native varieties. The "high" production estimate represents 
complete success. In this case, an average Mexican wheat yield of 3,500 kgs. 
per hectare, or two and one-half times that obtained with native varieties, is 
possible. 


l/ These estimates were taken from Agency for International Development, 
Turkey-Agricultural Loan : High Yield Wheat Seed Project, Washington, 
June 20 , 1967 , pp.23-26. 
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Toted. Turkish wheat production in 1972 is thus assumed to he directly 
related to the decree of acceptance of the new technology and, with reference 
to the foregoing cases, is estimated at 9j000, 9 > 800 , and 10,600 thousand 
metric tons, respectivelyr^ 

Domestic Consumption Requirements 

There has been no thoroughgoing attempt to measure the elasticities of 
demand for wheat in Turkey. Projections of future domestic consumption 
requirements, therefore, must rest on estimates of the income elasticity of 
demand for wheat which are purely conjectural. For purposes of comparison, we 
have used two sets of domestic consumption requirements projections, charac¬ 
terized by various alternative estimates of the per capita income elasticity 
of demand for wheat, the amount of wheat required for non-food uses, and the 
rate of growth of population. One set of projections is our own (USAID) and 
the other is derived from estimates made by the FAO. 

The USAID Projections . The three USAID domestic consumption requirements 
projections are distinguished by alternative estimates of the income elasticity 
of demand for wheat. In each case, disposable income is assumed to grow at a 
rate of 5*6 percent annually, as forecast in the Second Five Year Plan, and 
population is assumed to continue to grow at the 2.6 percent annual rate 
experienced during the 1960-1965 period. 


l/ These projections are all based on past performance as estimated by the 

Agricultural Attache. When compared to the official production statistics, 
they seem very low. For instance, the Ministry of Agriculture production 
statistic for 1966 (9,600 thousand metric tons) is almost equal to the 
USAID medium production estimate for 1972 ( 9,000 thousand metric tons)! 
There is no really compelling reason to regard one of these past production 
series as more accurate than the other. The USAID projections are based on 
the Agricultural Attache's past production estimates solely in order to 
reduce the possibility of overstatement. 



- 93 - 


The USAID "high" domestic consumption requirements estimate assumes no 
change in per capita demand. This is tantamount to 6aying that wheat consump¬ 
tion in Turkey has a zero income elasticity (as was apparently the case during 
the First Five Tear Plan period), and that per capita consumption will re ma in 
constant in spite of any increases in per capita disposable income achieved by 
1972. The USAID "low" domestic consumption requirements estimate assumes an 
income elasticity of -0.48, the figure implied in the Wheat Seed Loan Paper, ” 
while a "medium" consumption estimate is calculated using an income elasticity 
figure of -0.24. Once again, disposable income is assumed to grow at the 5.6 
percent annual rate forecast in the Second Five Tear Plan. If this rate is 
not achieved, domestic wheat consumption requirements will be greater, except 
in the high case, where wheat consumption is assumed to be income inelastic. 
Conversely, if this rate of growth is exceeded, domestic wheat consumption 
requirements will be less, again with the exception of the high case. Given 
these assumptions, per capita wheat consumption in Turkey in 1972 will range 
from 180 to 166 kgs./yr, and the total amount of wheat required for consumption 
as food will be 6,732 , 6 , 225 , and 6,470 thousand metric tons, respectively. 

Additional amounts of wheat are required by the Turkish domestic economy 
for non-food uses such as feed, seed, and industrial uses. The Agricultural 
Attache estimates that requirements of this sort will total 2,700 thousand 
metric tons in 1972, and this figure is used in all the USAID projections. 

The high, low, and medium USAID estimates of 1972 total domestic consumption 
requirements are therefore 9>432, 8 , 925 , and 9>170 thousand metric tons, 
respectively. 
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The FAQ Projections . The FAO projected the demand for wheat in Turkey in 
1975 and 1985^/ whereas, for the purposes of this paper, we are interested in 
obtaining an estimate for 1972, the last year of the Second Five Year Plan. 

The FAO figures are therefore adjusted in the following ways. 

The FAO estimated the amount of wheat required by Turkey for consumption 
as food by means of a log-log-invcrse function (log y=a-l?-c log x). This 
function implxes an increase in per capita consumption up to a maximum intake, 
follow 1 by a decline, as income rises. It reflects the secular development 
of per capita consumption of staple foods when starting from levels of under¬ 
nutrition associated with very low incomes. This function was solved for the 
1972 level of per capita consumption of wheat flour. The results were 157.7 
kgs./yr. (low GDP assumption) and 355.3 kgs./yr. (high GDP assumption). Multi¬ 
plying these figures by the reciprocal of the extraction rate (86.0$) results 
in estimates of 1972 gross per capita food consumption requirements of 183.4 
and 180.6 lcgs./yr., respectively. 

The bases for the non-food uses requirements estimates in the FAO study 
are not explicitly explained. It is assumed, therefore, that these require¬ 
ments increase at a constant rate from the base period (1961-1963) 1975. 

Non-food uses requirements during the base period were 2,486 thousand metric 
tons. Estimated 1975 levels arc 3,394 thousand metric tons (low.,GDP assumption) 
and 3 j 526 thousand metric tons (high GDP assumption). These imply (when the 
base period average is centered on 1962) annual rates of growth of 2.4 percent 
and 2.7 percent, respectively. These rates of growth result in 1972 non-food 
uses requirements estimates of 3>151 thousand metric tons (low GDP assumption) 
and 3,245 thousand metric tons (high GDP assumption). 

1/ United Nations, Food and Agriculture Organization, Committee on Commodity 
Problems, Agricultural Commodities - Projections for 1975 and 1985, Rome (?) 
August and October 1966. 
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For the period 1965-1975> the FAO used a single population growth 
assumption corresponding to the medium United Nations population variant?^ 

The assumption is that the population of Turkey will increase 2.9 percent 
annually. This rate of growth results in a total population of 38*2 million 
in 1972. In light of recent trends, a 2.9 percent population growth rate 
seems excessively high. For this reason, the FAO projections are also calcu¬ 
lated using the 2.6 percent growth rate experienced during the I96O-I965 
period and projected in the Second Five Year Plan. This growth rate results 
in a 1972 population of 37.4 million. 

The low and high GDP assumptions previously referred to result from the 
selection by the FAO of two alternative economic growth rates for the period 
1965-1975* These rates were selected on the basis of an examination of Turkish 
national accounts for the period 1950-1963* The trends of the various time series 
expressed in constant prices were computed according to linear, semi-logarithmic, 
and log-inverse functions' for the entire period and for 1958-1963* This analysis 
of past trends was supplemented by a review of planning documents and of projec¬ 
tions made by the Turkish government and various other institutions. The 
actual selection of the growth rates, of course, was largely subjective. An 
attempt was made to take into account trends in productivity by sector, move¬ 
ments of labor between sectors, availability of natural resources, export 
prospects, and institutional and political factors. In general, a fairly 
conservative low rate was selected, while the high rate was set somewhat above 
past trends. The rates selected for Turkey were 0.6 percent and 3*6 percent, 
respectively, and they result in 1972 per capita GDP levels of $240 and $322. 

1/ United Nations, Provisional Report on World Population Prospects As 

Assessed in 19b3 » New York, 1964. 
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As a point of comparison, the USAID projections assume a 3.0 percent annual 
increase in per capita disposable income, as projected in the Second Five 
Year Plan. This growth rate results in a per capita disposable income of 
$255 in 1972. 

Adjusting the FAO projections results in the following alternative esti¬ 
mates of 1972 total domestic consumption requirements: assuming a 2.9 percent 
annual increase in population, 10,157 thousand metric tons (low GDP assumption) 
and 10,144 thousand metric tons (high GDP assumption); and, assuming a 2.6 
percent annual increase in population, 10,010 thousand metric tons (low GDP 
assumption) and 9>999 thousand metric tons (high GDP assumption). 

Price Movements . It will be difficult for wheat production on a world¬ 
wide basis to keep abreast of population increases over the next few years, 
in spite of the introduction in a large number of countries of new, high- 
yielding varieties. Price increases therefore seem probable. However, the 
extent of these increases cannot be gauged accurately at the present time. 
Therefore, in calculating potential foreign exchange earnings of wheat exports 
(and foreign exchange costs of wheat imports), a price of $60 a metric ton,, 
which approximates the present international price, is used. This probably 
understates the potential foreign exchange earnings (and costs) ^involved. 

Conclusions 

Table A-6 shows Turkish wheat balances for the years 1952-1954 and 1965- 
1967, and Table A-7 gives twenty-one alternative projections of the balance 
in 1972. Table A-8 sets out the wheat export possibilities of Turkey in 1972 
and shows the effect on exports of the various assumptions about production 
and domestic consumption requirements. The quantity figures are converted 
to dollars by valuing wheat at $60 a metric ton. 



Table A-6 


Turkish Wheat Balances, 1952-1954 and 1965-1967 
(Thousand tetric Tons) 


Net Trade 



Production 

(imports less 
Exports! 

Changes 
in Stocks 

Supply 

1952 

5416 s / 

-109 

46 

5261 

1953 

6480^ 

-949 

604 

4927 

1954 

3822^/ 

-259 

*-856 

4419 

1965 . 

7430^/ 

156 

-366' 

7952 

1966 

820C^/ . 

308 

298 

8210 

1967 

9000 ^/ 

34 

532V 

8500 


Non-Food Uses 
Requirements 

Gross Food 
Consumption 
Requirements 

Per Capita 

Food Consumption 
(kg./yr.) 

Population 

(million) 

1738 

3523 

160 

22.0 

1458 

3469 

153 

22.6 

1262 

3154 

135 

23.3 




VO 

2272 

5680 

181 

31.4 

■ 

2360 

5850 

183 

32.2 

b / 

2500-' 

6000 ^/ 

' 181 

33.1 


a J Ministry of Agriculture figures revised according to the formula developed in Edgar Z. Palmer, 

Agriculture in Turkey : Long-Term Projections of Supply and Demand, Istanbul, Robert College, 1966 . 


b j Agricultural Attache estimate. 



Turkish Wheat Balances, 1972 
(Thousand-Metric Tons) 


A. USAID Low Production Estimate 



Production 

Net Trade 
(Imports 
less 

Exports) 

Changes 
in Stocks 

Supply 

Non-Food 
Uses Re¬ 
quirements 

Gross Food 
Consumption 
Requirements 

Per Capita 
Food Con¬ 
sumption 

(Kgs/Tr.) 

Population 

(millions) 

2,9^ Population Growth 









FAO Low GDP Consumption Estimate 

. 9,ooo 

1,157 

- 

10,157 

3,151 

7,006 

183.4 

38.2 

FAO High GDP Conjunction Estimate 

9,000 

1,11(4 

- 

10,144 

3,245 

6,899 

180.6 

38.2 

2.6£ Population Growth 









FAO Low GDP Consumption Estimate 

9,000 

1,010 

- 

10,010 

3,151 

6,859 

183.4 

37.4 

FAO High GDP Consumption Estimate 

9,000 

999 

- 

9,999 

3,245 

6,754 

1B0.6 

37.4 

USAID High Consumption Estimate 

9,000 

432 

- 

9,432 

2,700 

6,732 

180 

37.4 

USAID Medium Consumption Estimate 

9,000 

170 

,- r ** 

9,170 

2,700 

6,470 

173 

37.4 

USAID Low Consumption Estimate 

9,000 

-75 

- 

8,925 

2,700 

6,225 


37. b 



Table A-7 


Turkish Wheat Balances, 1972 
(Thousand Metric Tons) 

B. USAID Medium Production Estimate 



Production 

Net Trade 
(Imports 
less 
Exports) 

Changes 
in Stocks 

Supply 

Non-Food 
Uses Re- 
qulrements 

Gross Food 
Consumption 
Requirements 

Per Capita 
Food Con¬ 
sumption 
(Kga/Yr.) 

Population 

(millions) 

1 2-9$ Population Growth 

- 








FAO Low GDP Consumption Estimate 

9,800 

357 

- 

10,157 

3,151 

7,066 

183.4 

38.2 

FAO High GDP Consumption Estiamte 

9,800 

3 W» 

- 

io,iVt 

3,245 

6,899 

180.6 

38.2 

2. 2.6* Population Growth 









FAO Low GDP Consumption Estimate 

9,800 

210 

- 

10,010 

3,151 

6,859 

183.4 

37.4 

FAO High GDP Consumption Estimate 

9,800 

199 

- 

9,999 

3,245 

6,754 

180.6 

37.4 

USAID High Consumption Estimate 

9,800 

-368 

- 

9,432 

2,700- 

6,732 

180 

37-4 

USAID Medium Consumption Estimate 

9,800 

-630 


9,170 

2,700 

6,470 

173 

37 4 

USAID Low Consumption Estimate 

9,800 

-&T5 


8,925 

2,700 

6,225 

166 

37.4 



Table A -7 


Turkish Wheat Balances, 1972 
(Thousand Metric Tons) 


C. USAID High Production Estimate 



Production 

Net Trade 
(imports 
less 
Exports) 

Changes 
in Stocks 

Supply 

Non-Food 
Uses Re¬ 
quirements 

Gross Food 
Consumption 
Requirements 

Per Capita 
Food Con¬ 
sumption 
(Kgs/Yr.) 

Population 
(millions) 

2 . 9 i Population Growth 









FAO Low GDP Consumption Estimate 

. 10,600 

-443 

- 

10,157 

3,151 

7,006 

183.4 

38.2 

FAO High GDP Consumption Estimate 

10,600 

-456 

- 

10,144 

3,245 

6,899 

180.6 

38.2 

2.64 Population Growth 

- 

- 







FAO Low GDP Consumption Estimate 

10,600 

-590 

• - 

10,010 

3,151 

6,859 

183.4 

37.4 

FAO High GDP Consumption Estimate 

10,600 

-601 


9,999 

3,245 

6,754 

180.6 

37.4 

USAID High Consumption Estimate 

10,600 

-1,168 

- 

9,432 

2,700 

6,732 

180 

37.4 

USAID Medium Consumption Estimate 

10,600 

- 1,430 

- 

9,170 

2,700 

6,470 

173 

37.4 

USAID High Consumption Estimate 

10,600 

- 1,675 


8,925 

2,700 

6,225 

166 

37.4 


100 





2 . 9 ^ PopuJ 

Lation Growth 


FAO 

FAO 


Low GDP 

High GDP 


Consumption 

Consumption 


Estimate 

Estimate 

Quantity ('000 MT): 

USAID Low Production Estimate 

-1,157 

- 1,144 

USAID Medium Production Estimate 

- 357 

- 344 

USAID High Production Estimate 

443 

456 


Value ( $ Millions : 




USAID Low Production 

Estimate 

- 69.4 

- 68.6 

USAID Medium Production Estimate 

- 21.4 

- 20.6 

USAID High Production 

Estimate 

26.6 

27.4 


a J Imports are designated by a minus (-) sign, 
b/ Wheat is valued at $60 a metric ton. 


A-8 


Possibilities, 15722 / 
\ and Million Dollars) 


2 . 6 £ Population Growth 


FAO 

Low GDP 
Consumption 
Estimate 

FAO 

High GDP 
Consumption 
Estimate 

USAID 

High 

Consumption 

Estimate 

USAID 

Medium 

Consumption 

Estimate 

USAID 

Low 

Consumption 

Estimate 

-1,010 

-999 

-432 

-170 

75 

- 210 

-199 

386 

630 

875 

590 

601 

1,168 

1,430 

1,675 


- 25-9 10.2 4.5 

22.1 37.8 52-5 

70.1 85.8 


- 60.6 
- 12.6 
35-4 


59-9 

11.9 

36.1 


100.5 


101 
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The range of export (import) possibilities presented in Table A-8 is very 
large. The extremes are 1,157 thousand metric tons ($69.4 million) of wheat 
imports and 1,675 thousand metric tons ($100.5 million) of wheat exports. 

That is, if the Mexican wheat program is only modestly successful and if 
domestic consumption remains at a high level (a probable consequence of a lag 
in the growth rate of the economy), Turkey may be faced with wheat imports of 
1,157 thousand metric tons ($69.4 million). On the other hand, if the wheat 
program achieves total success and if domestic consumption falls rapidly 
(which is more likely if the economy remains active), exports of 1,675 thou¬ 
sand metric tons ($100.5 million) in 1972 are possible. It seems certain, 
however, that consumption of some of the items subsumed under the non-food 
uses requirements category (e.g., livestock feed) is in fact a function of 
production, at least above some minimum level. It is probable, therefore, 
that if the situation were such that total demand exceeded domestic supply, 
the amount of wheat available for non-food consumption would be reduced; the 
excess demand would not be supplied by imports. It is likely, therefore, that 
the worst position with regard to wheat that Turkey can find-itself in, in 1972, 
will be one of no exports or imports. 

The really important thing to note is that wheat exports in 1972 are by 
no means inevitable, as was suggested in the Wheat Seed Loan Paper, but will 
require either a greater than modest success in the introduction of the new 
wheat technology or a reduction in the rate of growth of domestic consumption. 
Attaining a really substantial level of exports will require both. 
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The export outcomes considered most probable are entered in Table 4. The 
"low" export projection $22.1 million) corresponds to the USAID medium produc¬ 
tion estimate and the USAID high consumption estimate, while the "high" export 
projection ($37*8 million) corresponds to the two medium USAID estimates. 

(2) Other Cereals 

If exports of other cereals remain at the average level registered during 
the 1963-1987 period, Turkey can expect to earn $3.8 million from this source 
in 1972. 

l.g. Mohair and Wool 

The SFO target for mohair and wool appears reasonable and is entered 
without change in both our low and high projections. 

l.h'. Livestock and Animal Products 

The potential for increased legal exports of Turkish livestock and animal 
products is substantial, but the problems involved may indeed prove intract¬ 
able. At current prices, meat in Turkey is substantially cheaper than in the 
major European markets. In fact, there is no other major commodity group in 
which Turkey has as great a price advantage. But, exports to Europe are 
prohibited because of the existence in Turkey of hoof and mouth disease. 
However, there remain excellent prospects for exports to other countries in 
the Middle East, in particular Iran, Kuwait, and Saudi Arabia. Exports to 
these countries are permitt'ed because they already have the varieties of hoof 
and mouth disease found in Turkey. 
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The Turkish Government is attempting to exploit this market, which is 
now supplied by means of extensive smuggling, by intensifying police measures 
and by constructing five meat purchasing and processing centers in southern 
Turkey, These center will purchase the animals (which are presently sold 
to smugglers) and ship them, either live or slaughtered, via the CENTO rail¬ 
road to Iran or by truck to Syria, Kuwait, and Saudi Arabia. In addition, 
an airport will be constructed in Gaziantep to facilitate air shipments of 
meat to Kuwait and Saudi Arabia. Recently, the SPO has been active in 
establishing a market in Kuwait and Saudi Arabia by flying In frozen meats, 
in the hc5pe that it will be feasible to satisfy future demands by land 
transport using refrigerated trucks. 

Although there is considerable demand for Turkish' livestock and animal 
products in the Arab countries and Iran, problems on the supply side will 
greatly limit exports. The general shortage of feed, low genetic potential 
of indigenous animal breeds, losses from disease and parasites, and shortage 
of well-trained government personnel servicing livestock producers all serve 
to inhibit production. .In addition, the internal demand for meat will 
probably increase rapidly, as a result of population increases and rising 
per capita disposable income. 

Taking all of the foregoing factors into consideration, the export 
target for live animals and meat ($18.3 million) set forth in the Second 
Five Year Plan appears to be over-optimistic. Indeed, Turkey will be lucky 
if export earnings from these two categories can be maintained at the $9*1 
million level registered in 1967. The Plan targets of exports in 1972 of 
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$2.4 million worth of dairy products and $13*1 million worth of hides and 
skins also appear highj figures of $1 million and $9 million, respectively, 
seem more reasonable. In addition, exports of guts, etc. ($2.9 million in 
1967) should increase to $4 million by 1972, and fur exports will continue 
to fetch around $300,000, 

It is nevertheless possible that vigorous action by the Turkish govern¬ 
ment with respect to both production and marketing will permit realization 
of the Second Five Year Plan targets. If the latter are taken as a high 
projection and the figures indicated above are taken as a low projection, 
total Turkish exports of livestock and animal products in 1972 will range 
from a high of $34 million to a low of $23 million. 

1.1. Olive Oil 

The olive oil targets of the Second Five Year Plan are accepted as 
reasonable and incorporated into our projections. 

1.j 1 . Other Agricultural Products 

(3.) Fish 

The SPO projection of fish exports is accepted. 

(2) Oil Seed Cakes 

The oil seed cake export projection is related to total cotton 
production, both estimated by the U.S. Agricultural Attache. 

(3) Bran and Other Fodder 

The USAID projection, is an estimate made by the U.Sj Agricultural 
Attache. 
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(4) Opium, Root Extracts, etc. 

The Government of Turkey is undertaking a program of gradual elimination 
of poppy cultivation within the next few years. The number of provinces 
within which the opium poppy may be grown has been reduced from 21 in 1967* 
to 18 in 1968, and 11 in 1969; but plans beyond 1969 are not yet fixed. 

Our low projection therefore reduces to zero the figure for legal exports 
of opium; our high projection allows for $1.5 million of legal exports of 
opium. 

(5) Oil Seeds 

The USAID projections are an estimate, made by the U»S. Agricultural 
Attache. 

(6) Pulses 

The USAID projections are an estimate made by the U.S. Agricultural 
Attache. 

(7) Other Agricultural Products 

Some increase over 1967 is assumed. 

2. Manufactures 

2.a. Lumber and Products 

Turkey's exports of lumber and products can attain a level of $15 
million by 1972, but the realization of this target would require: 

(l) an increase in the level of timber removal from the forests. The 
present yearly growth of Turkey's forests is estimated at 9.6 million cubic 
meters. Removals in 1965 were only 3*6 million cubic meters, or about 40 


percent of the potential; 




- 107 - 


(2) improvement in quality. Year-around logging, better transportation 
and storage facilities and better production techniques are required; 

(3) a change in the pricing system. Under the present system, timber 
prices include not only the actual production costs but also the full cost 
of investments in roads (a method of depreciating these investments in one 
year is utilized) as well as the social investments and treasury shares 
(transfers to the budget in,the form of stumpage fees, taxes and profits 
constitute a large portion of the total receipts from sales); 

(4) active promotion of Turkey's forestry products in the Middle East 
and European markets. 

If these steps are not taken, the SPO's projection of about $9 million 
is likely to be realized. 

2.b. Food Products 

Our low projection for the export of food products in 1972 is about 
$16 million, as shown in Table A-?. Cm- high projection takes account of 
the fact that there is additional export potential for tea, preserved food 
and alcoholic beverages, 

(1) Sugar 

The SPO target is accepted as our projection. 

(2) Fig Paste 

Fig paste exports are expected to recover from their current low levels 
and to show some rise over, earlier results. 

(3) Other Food Products 

Tea production has increased substantially in recent years. If quality 
is improved, an increase in exports may be expected. 
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Table A-9 

Food Products Export Projections 
($ Thousand) 


SPO 


1962 

2.b.(l) Sugar 8,335 

2.b.(2) Fig paste 1,219 

2.b.(3) Other 275 

Tea ( ’-) 

4 

Preserved food ( 59) 

Alcoholic beverages ( 190) 

Other food products ( 36 ) 

9,839 


USAID Projections 1972 Projection 


1967 

Low 

High 

1972 

7,773 

9,800 

9,800 

.9,800 

567 

1,500 

1,500 

n.a. 

3,331 

4,800 

8,500 

14,000 

(1,880). (2,000) 

, 1 (3,000) 

(1,400) 

( 436) 

( 500) 

' (2,000) 

(7,100) 

( 551) (1,800) 

(2,500) 

(1,800) 

( 464) ( 500) 

(1,000) 

(3,700) 

11,671 16,100 

19,800. 

23,800 


Total 



- 109 - 


More high quality wine can he exported if the private producers become 
interested in foreign markets. At present only the Monopoly Administration 
is exporting wine. 

Increased export of canned food depends on the availability of‘tin 
plate at reasonable prices. 

2.c. Textiles and Clothing 

On the assumption that the recently enacted incentives-prove to be 
sufficient to provide producers with reasonable profits, the total exports 
of textiles and clothing together should reach $25.4 by 1972, as shown in 
Table A-10. If, however, favorable conditions prevailed throughout the 
entire coming four-year period, textile and clothing exports might reach a 
"hi^h" of $37.6 million. There are no indications that-the SPO's $52.2 
million target can be realized. 

(l) Fabrics 

In general, the outlook for Turkish exports of textile fabrics 'is good. 
The domestic market is reaching a point of saturation and manufacturers are 
beginning to take a closer look at export possibilities. Some firms are 
already in the export business and are expanding slowly; only a lack of 
incentives has thus far prevented them from further increasing their activ¬ 
ities. A demand for Turkish textiles exists in the EEC, the Eastern European 
and some of the Middle Eastern countries, and,although not measured, exceeds 
existing sales levels by a considerable amount. 

The recent (April 1968) decree increasing export rebates on textiles 
from a maximum of 4l percent to a maximum of 56 percent should at least 

make it possible for textile producers to cover their costs of production 
if they do export. The increased rebate rates cannot be expected to have 



- 110 - 


Table A-10 

Textiles and Clothing Export Projections 
($ million) 



Actual 

USAID Projections 
1972 

SF0 

Projection 


1967 

Low 

High 

1972 

2.c.(l) Fabrics 

2.3 

23.1 

33.2 

33.4 

Woolen textiles 

(0.3) 

( 0 . 2 ) 

( 0 . 2 ) 

( 0 . 2 ) 

Carpets 

(1.5) 

( 2 . 0 ) 

( 2 . 0 ) 

( 4.3) 

, 

Knitwear (cbtton) 

(. -) s/ ; 

( 0 . 6 ) 

( 0 . 6 ) 

( 15 . 6 ) 

Cotton fabrics 

(0.5):.. 

( 20 . 3 ) : 

•(30.4) 

(13.3) 

2.c.(2) Yarn 





Cotton yarn 

o.i 

0.2 

0.2 

n.a. 

2.c.(3) Clothing and shoes 





Ready made clothing, 

! : other apparel, shoes 

and leather goods 

QjrJ • 

2.1 

4.2 

18.8 

Total textiles and clothing 

3.0 

25.4 

. 37.6 ^ ,, 

,;52.2 


a/ In 1967 , cotton knitwear included in clothing. 
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much effect on this year's export levels, however, because of the time lr.pse 
between new orders, deliveries, and payments. Thereforej the 1968 leve l of 
exports of all textile fabrics should reflect a slight increase but ce .mot 
be expected to exceed $3 million, an increase of $0.7 million over 3967 . 

A conservative projection of exports of cotton fabrics for 1969 would 
be an increase to $6 million, utilizing present production capacities and 
already accepted textile patterns and qualities. After this initial increase, 
further expansion of sales will require producers to adopt new patterns, 
initiate quality control and develop their marketing techniques to meet the 
requirements of foreign markets. Such changes will take time and a period 
of gradual expansion may be anticipated after 1969 s with the annual increase 
in sales not exceeding 50 percent per year. At this rate the figure should 
be $9 million in 1970 , $13.5 in 1971, and $20.3 in 1972 . 

If the statements of some producers are to be accepted, however, the 
increases may be more rapid. Some manufacturers claim that with existing 
patterns and quality, particularly in cotton textiles, they can already meet 
much of the foreign demand. This would allow for higher gains in the first 
year after the increase in rebates but trading and marketing patterns would 
still prevent overwhelming increases. Our "high" projection for 1969 would, 
therefore, envisage a maximum of 200 percent increase (to $9 million). The 
subsequent expansion pattern would still have to be gradual because produc¬ 
tion facilities will still have to adjust to the foreign needs to continue 
their progress. A 50 percent growth rate from that point would mean sales 
of $13.5 million in 1970, $20.3 million in 1971, and $30.4 million in 1972. 
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(2) Yam 

Exports of yarn have been at a steady $0.1 million level since 1962 
and there is no reason to assume that drastic increases will occur. The 
Sifas company is hoping to start exporting small amounts of yam and a new 
yarn factory is being built in Bursa for the s^une purpose. Nevertheless, 
at best it may be projected that yam exports will double by 1972 to $0.2 
million. 

( 3 ) Clothing and Shoes 

Clothing exports have increased from $0.1 million in 1963 to $0.6 
million by 1967 . Incentives and export know-how are still lacking and 
since styling and quality considerations are paramount for clothing items, 
market development requires a long time. Even assuming that proper incen¬ 
tives are offered, drastic increases cannot be expected and expansion has 
to begin slowly. However, once a satisfactory level of performance is 
reached, sales can increase rapidly. 

The steady annual growth rate of exports should bring sales from the 
$0.6 million level in 1967 to $0.8 million in 1968 . Without drastic changes 
in the export markets, export will probably not increase beyond our 1972 
"low" projection of $2.1 million. 

The new rebates introduced in 1968 could, however, give an- impetus to 
foreign sales, particularly to shoe exports and to leather wearing apparel. 
The initial sales (in particular, sales to Communist countries) would 
probably not stress high quality and styling but even a few small orders of 
50,000 pairs of relatively inferior quality shoes each would amount to 
between $0.3 and $0.5 million. At the present low sales level, any rela¬ 
tively small increases could turn into large percentage figures for the 
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next two years (1969 and 1970). Thereafter, only acceptable styles and 
patterns will make it possible to expand foreign sales, and expansion to 
our "high"projection of $4.2 million by 1972 will require more sophisti¬ 
cated production and hard selling. 

2,d. Chemicals and Pharmaceuticals 

Prom 1956 through 1967 exports of chemicals and pharmaceuticals 
fluctuated from a high of $ 2.3 million in 1958 to a low of $ 0.6 in 1964. 
Exports during 1965-1987 averaged slightly over $1.0 million. In the 
absence of extensive promotional efforts, the present level of sales can be 
expected to continue. There are no evident reasons to substantiate the SPO 
projection of $12.2 million in 1972. 

2.e. Metals and Metal Manufactures 

Exports of metals and metal manufactures have varied from a peak of 
$4.2 million in 1961 to a low of $0.1 million in 1962 , and are currently at 
about $2.0 million. As indicated in Table A-ll, we would not project 

1/ 

exports of more than between $6.5 and $9.2 million by 1972. The SPO's 
projection of $42.9 million for 1972 does not seem justified. 

With respect to ferro chrome, Etibank is interested in building another 
ferro-chromium plant in the Keban area as a joint venture. However, even 
if this project is realized, the plant will not be operational ••by 1972. 

The maximum production capacity of the present ferro-chromium plant is 
8,400 metric tons. In 1967 , Etibank exported 5,205 tons of ferro chrome at 
$295 per ton ($1.5 million). If the entire production (8,400 metric tons) 
were exported in 1972 at $320 per metric ton, this would bring in $2.7 
million in foreign, exchange. At 1967 prices this quantity would bring in 
foreign exchange earnings of $2.5 million (8,400 tons x $295 per ton). 
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Table A-ll 

Metal and Metal Products Export Projections 
($ million) 


2,e.(l) Ferro chrome 

2.e.(2) Electrolytic copper 

2.e.(3) Other 

Alumina 

Metal goods 

Non-electrical 

machinery 

Electrical machinery 
Radios, tapes, etc. 
Railroad equipment 


Actual 

USAID Projections 
1972 

1967 

Low 

High' 

1.5 . 

2.5 

2.7 

0.5 

.4.0 

6.5 

( - ) 

( -) 

( -,) 

(0.291) 

(1.5) 

(2.5) 

(0.170) 

(0.5) 

(1.0) 

(0.055) 

(1.5) 

! 

(2.0) 

( - ) 

■ ( -) 

(”-) 

( - ) 

(0.5) 

(1.6) 


6.5 9.2 


SPO 

Projection 
_1§72_ 

6.7 

36.1 
( 5.6) 

( 4 .' 5 ) 

(9.3), 

(i3-9) 

(1.5) 

( 1.3) 

1*S.8 - 


Total 


2.0 
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With respect to alumina and aluminum, no exports are expected for 1972. 
According to a recent projection, the new aluminum plant to be built by the 
Russians will have 80,000 metric tons of alumina available for export by 
1973 and also 30,000 metric tons of aluminum ingots by 1974. At export 
prices of $86/MT of alumina and $530/MT of aluminum, these quantities would 
yield foreign exchange earnings of $6.9 million (alumina) in 1973 and $22.8 
million ($6.9 million of alumina and $15*9 million of aluminum) in 1974. 

2.f. Tires and Rubber 

Given the extremely high prices of the tire producers in Turkey, there 
is little likelihood of any significant amount of exports. 

2. g. Other Manufactures 

A breakdown of our export projections for "other manufactures" is 
given in Table A-12. 

3. Minerals 

3. a. Copper 

To attain the target set by our high projection of $40 million by 1972, 
it is assumed that the Black Sea copper smelter at Samsun will be completed 
by that time, so that total output will reach 54,000 metric tons. Assuming 
that ,the present level of domestic consumption will remain at 10,000 metric 
tons because of increasing use of aluminum, 44,000 metric tons of copper 
will be available for export. The average 1967 price of exports ($909/MT) 
is used. If the smelter is not completed by 1972, copper exports will 
remain at their 1967 level of $17 million. 
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Table A-12 


"Other Manufactures" Export Projections 
($ million) 



Actual 

USAID Projections 
1972 

SPO 

Projection 


1967 

• Low 

High 

1972 

2,g.(l) Petroleum products 

0.4 

- 

- 

- 

2.g.(2) Stone, clay, glass, 
cement 

. 0.3 

3.8 

7.4 

10.3 

Glass and products 

(0.3) 

(2.0) 

(4.6) 

(4.6) 

Ceramics 

( -) 

(1.0) 

( 2 -°) 

(2.1) 

Cement 

( -> 

( -) 

( -) 

(2.8) 

Marble 

( -) 

(0.6) 

(0.6) 

(0.6) 

Meerschaum 

( -) 

(0.2) 

(0.2) 

(0.2) 

2.g.(3) Other 

0.7 

1.8 

1.8 

0.8 

Asbestos 

( -) 

(0.8) 

(0.8) 

> . * . 

(0.8) 

Other 

(0.7) 

(1.0) 

(i.o) 

, (n.a^ 

Total "Other manufactures" 

1.4 

5.6 

9.2 

11.1 
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3.1?. Borates 

Realization of our high projection will "be contingent upon acquistion 
by the British' Company, Borax Consolidated, of the right of operating 
reserves which they claim to have proved. If an agreement can be reached 
with this company, exports can be increased to $15 million in a year or two. 
If not, the SPO’s target of $8 million is a reasonable projection. 

3.o. Chrome 

No increase over current levels is expected. 

3.d. Lead-Zinc 

The USAID projection is an estimate by the U.S. Minerals Attache. 

3.e. Magnesite 

• The USAID projection is an estimate by the U.S, Minerals Attache. 

3.f. Other Minerals 

The USAID projection is an estimate made by the U.S. Minerals Attache. 
Exports of mercury are expected to increase from $1.3 million in 1966 to 
$12.5 million in 1972, owing to the exploration of new reserves. 
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Annex B . Analysis of Interviews 

The numbers of firms and organizations interviewed by sector and a 
tabulation of interview comments by problem areas are presented in 
Table B-l. 
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'I’ nhl P B-l 

Analysis of Interviews 


I. Number of Firms or Organizations Interviewed by Sector: 

Agricultural Exports: 22 firms 

Cotton 4 

Tobacco 5 

Hazelnuts 3 

Fruits anc Vegetables ' 4 

Other 6 

Manufactured Exports: 21 firms 

Textiles 9 

Other 12 

Other Interviews: 24 interviews 

Government 4 

Chambers ano Unions 12 

banks 2 

Transportnti on 1 , 

Izmir Exporters Meeting 1 

IGKIIE 1 

Ecohomic levelopmcnt Foundation 1 

Pursa Incustriel Park 1 

Izmir Fair 1 


Total 


67 
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Table B-l (cont.) 
.Analysis of Interviews 


II, Problem Areas (number of comments): —' 

A, Incentives 

1. Lack of incentives or insufficient incentives 18 

2. Insufficient amount of rebates 11 

3. Exports are unprofitable, taxes too high 10 

4. Prices too high to meet competition 8 

5. Domestic market more attractive 

Total consents ,50 

B, Procedures 

1. Registration, etc. 5 

2. Tax rebate administration 4 

3. Credit not available, rates too high, 

collateral requirement, lack of export 

insurance 15 

4. Difficulty to get imported materials 6 

5. Retention system needed _6i 

Total comments 36 

C. Marketing 

1. Problems of styling for export 7 

2. Reed for advertising end agents 6 

3. Inadequate quality and standards 7 

4. Need for organi zed effort 

5. Neeo for market study and market information 7 

6. Transportation facilities inadequate 

and costly 8 

7. Lacking export know-how and management _2 

Total comments 48 

D. * Capacity 

1. Insufficient capacity 4 

2. Available excess capacity but not 

enough for export 

9 

3. Excess export capacity 4 

Tptal comments 13 


1/ Maximum number would be 67 or the total number of interviews. 



Annex C . Turkey's Export Rebate Syetom 


The taxes rebatable under the provisions of Law No, 26l of June 27, 
1963 and the most recent allowable rates of rebate are shown in the 
following tables: 


Table 

C-l 

List 

I: 

Taxes Refundable 

Table 

fr-2 

List 

II: 

Permanent Rates Allowable for 





Specific Comriodities 

Table 

C-3 

List 

III: 

Items E'ycluoec from 





Rebate System 

Table 

C-4 

Commodities 

1 Receiving Temporary Rebates of 


15% or 5$ of E>port Price 
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Table C-l 

Turkey's Export Rebate System 
List I: Taxes Refundable 

(reference to numbered laws includes amendments thereto) 


A - Indirect Taxes 

(a) Domestic levies: 

1. Production tax (including taxes on electricity,, gas and 
fuel) (Law No. 6802) 

2. Sugar consumption tax (Law No. 6747) 

(b) Import levies: 

1. Customs tax (Law No. 5383, excluding chapter 24- 

2. Production tax (Law No. 6802) 

(c) Service taxes: 

1. Bank and insurance transactions tax.(Law No. 6802) 

2* Transportation tax (Law No. 682) 

3. Postal, telegraph, and telephone service tax (Law No. 
6802) 


B - Lirect Taxes 

Employees income tax collected from employers (Law No, 193) 


C - Duties, fees, and municipality share 

(a) Duties: 

1. Stamp duty on import declarations (Law No. 185) 

2. Stamp duty and stamp tax (Law Nos. 1324 and 488) 

3. Monopoly duty on salt (Law No. 3078) 

4. Monopoly duty on alcohol and alcoholic beverages (Law 
No. 4250) 

5. Monopoly duty on tea (Law No. 3788) 

6. Monopoly duty on tobacco and products (Law No. 3437) 

(b) Fees: 

Statute on fees (Law No, 492) 

(c) Municipality share: 

Municipality 15 percent share of customs duties (Law Nos* 
2656 and 5237) 


Source : Decree No. 6/8749, effective August 12, 1967, Official Gazette 
No. 12713. 
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Table C-g 


Turkey's Export Rebate System: 

List II: Permanent Rates Allov/able for Specific Commodities 
(Percentage of Export Price or Unit .Amounts Paid to Exporters) 



New 

Previous 

Industry and Item 

Rate 

Rstn 


I, Manu f acturing Industry 


1. Foods 


A. Olive oil. naturul. in bulk 

3.10 

3.1 

11 " " in containers 

12.40 

6.4 

" " refined, in bulk 

4.30 

4.3 

" " " , in containers 

16.30 

8.3 

" " diluted, in bulk 

3.80 

3.8 

" " , in containers 

17.60 

7.6 

B. Conserves 



Jams, jellies, marmelade 

29.36 

15.4 

Concentrated tomato sauce 

23.06 

. 11.0 

Tomato juice 

27.23 

14.0 

Other vegetables 

21.97 

10.1 

Tuna fish 

19.67 

8.4 

Snrdinps 

19.41 

12.0 

Other prepared foods 

25.82 

12.0 

Pickles 

18.87 

11,6 

Green olives 

14.95 

9.4 

Concentrated fruit juice 

19.42 

8.2 

Natural fruit juice 

26.67 

13.6 

C. Frozen fish, frozen sea food 

17.35 

9.7 

D. Salted fish 

14.52 

10.6 

E. Chocolate (all kinds) 

39.51 

- 

2. Beverages 



Table wines, bulk 

20.80 

5.2 

" " , bottled 

35.90 

11.2 

Sparkling wines, bulk 

26.28 

19.8 

" " , bottled 

36.49 

- 
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Ta ble C-2 (Con't.) 

Turkey's Export Rebate System: 

List II: Permanent Rates Allowable for Specific Commodities 
(Percentage of Export Price or Unit Amounts Paid to Exporters) 


3. Textiles and Clothinrr 


New 

Rste 


Previous 

Rate 


A. 


B. 


C. 


Yarns, cnrrse, combed 

15.08 

4.6 

Yarns, coarse, corded 

13.48 

3.2 

H , moriuTii, combed 

16.37 

5.7 

11 , 11 , cs.rc pc 

14.73 

4.3 

u , fine, combed 

17.45 

6.6 

n , n , cun ec 

15.78 

5.2 

H , extra fine, combed 

19.55 

8.3 

M , M 11 , curded 

- 

— 

Fabric, unbl^schcc 

43.00 

35.0 

11 , bleacher or mercerized 

46.00 

36.0 

M , nrinled, ef.c. 

50.00 

40.0 

u , hiph curlity* 

56.00 

46.0 

Cotton netting 

24.76 

18.9 

11 tov'cllin^ 

34.40 

24.4 

11 bench jackets 

28.90 

18.9 

Trench coots 

41.40 

- 

Jrokot (Canarian typo) 

42.66 

- 

Bedspreads (blenched or eyed) 

45.0.4 

- 

Knituonr, moroeri zee 

31.20 

17.3 

V/oolen poor s . 



V/oolen yarn 

12.04 

20.0 

" " for rugs and carpets 

9.36 

2.2 

" fobrics 

54.00 

44.0 

" ano mohair blankets 

33.30 

?5.3 

Rugs end corpets, up to 2.5 metric stroygam 

13.96 

- 

" " " , over 2.5 metric " ’ 

19.31 

- 

Knitwear 

"40.00 

39.0 

Synthetic textiles 



Fabrics, synthetic & artificial mixed 

48.68 

- 

" " « cotton " 

50.60 

_ 

" " " woolen " 

50.23 

_ 

Netting 

44.00 

36.0 

Knitwear 

29.57 

16.9 

Men's nylon socks 

33.0 

23.0 

Women's nylon stockings 

30.30 

20.3 

Children's nylon stockings 

31.50 

21.5 
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Table C-2 (Con't.) 



Turkey's Export Rebate System 



List II: Permanent, Rates Allowable for Specific Commodities 
(Percentage of Export Price or Unit Mounts Paid to Exporters) 



New 

Previous 


Rate 

Rate 

4. Eorest Products and Manufactures 



Vet] nut vonorr 

31.82 

1*7 

Ground val] oni a 

15.45 

6,6 

Vail on: c extract 

16.06 

7.1 

Liquorice extract 

8.70 

7.7 

5. Peper procucts (?L per unit) 



Raisin boxes made by SEKA 

0.45 

0.55 

• Fig boxes made by SEKA 

0.55 

0.45 

Cardboard boxen, for packaged hazelnuts 



made by SEKA 

‘0.32 

- 

6. Leather Gooes and Footwear 



Solo leather 

18.71 

— 

Calf leather 

17.96 

- 

Leather for clothing 

18.50 

— 

Artificial (plastic) leather 

36.57 

— 

Clothing manufactured from leather 

27.37. 

- 

" " " wool and leather 

32.27 

— 

Shoes and articles made from natural leather 



end/or synthetic soles 

27.51 

- 

Shoes and articles made from artificial 



(plastic) leather 

32.35 

- 

7. Chemicals 



A3cohol 

2.61 

2.4 

. Lanolin 

1C. 90 

5.3 

Fish oil 

14.93 

3.6 

Oil coke 

4.53 

- 

Synthetic paint materials 

45.69 

- 

Natural paint materials (turpentine, etc.) 

23.91 

- 

Varnishes 

31.52 


Paints and eyes, cellulose 

34.44 

- 

Paints and eyes, oil 

26.46 

— 

Paints and eyes, synthetic 

32.45 

- 

Munitions 

32.45 

- 

Phonograph records, resins for » 

15.00 

- 

Carbides (TL per ton) 

295.40 

295.40 
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Table C-2 (Con't.) 

Turkey's Export Rebate System 

List II: Permanent Rates Allowable for Specific Commodities 
(Percentage of Export Price or Unit Amounts Peid to Exporters) 


8. Glassware 

Window glass 

Glass containers 

Glessvare, other 

Ornamental vases and crockery . 

Glass mosaic 

Medical bulbs, antibiotic bottles 

9. Porcelain 

Porcelain tiles 

Porcelain sanitary installations 
Electric insulators 
Other porcelain articles 

10. Iron anr Step! 

Pig iron 
D.C.P. sheets 
Sheets for ship building 
Tin plate 

11. Non-ferrous metals 

Ferrochrome, boxed (TL/per 1 1 

" , in arums (TL/pe* ton) 

" , cast, unpack^' 1 (TL/per ton) 

Silico-ferrochrome, boxed 

" " , in drums " 

" " , cast 11 

Chrome concentrates 
Antimony conce ritrates 
Antimony metal 
Electrolytic copper-cathode 
" " wi re 

Other electrolytic copper products 
Non-electrolytic copper prooucts 
Copper cable 


New 

Rate 


25.67 

28.70 

25.70 

22.01 

26.70 
25.40 


20.40 

24.20 

23.10 

20.50 


25.92 

25.85 

24.32 

29.15 


498.60 
521.50 
49?.68 
492.10 
514.90 
486.18 
24': 81 
13.CO 
10.60 
24.20 
30.96 
34.75 
21.73 
47.30 


Previous 

Rate 


12.9 

15.0 
11.7 
15.0 
22. A, 


14.4 
18.2 
14.1 

11.5 


498.60 
521.50 
492.68 
492.10 
514.90 
486.18 
13.0 
13.0 
ir.6 
21.2 
16.5 
20.1 
10.0 
37.3 
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Table C-2 (Con't.) 


Turkey's Export Rebate System: 

List II: Permanent Rotes Allowable for Specific Commodities 
(Percentage of Export Price or Unit Amounts Paid to Exporters) 



New 

Previous 


Rpte 

Rate 

12.. Metal varan 



Skid chains 

21 ! ,30 

13.3 

Iron chain 

21,00 

13.0 

Straight pins 

23.60 

15.6 

Paper clips (wire) 

20. SO 

12.8 

brill tips, carbon steel 

38.80 

29.8 

1/rill tips, alloy steel 

34.20 

25.2 

Brass roes of M.S. 58 standard 

25.09 

- 

Items mar’n from M.S. 58 standard brass rods 

28.55 

- 

Chromium plater items mrde from M.S. 58 



standard brass rocs 

29.22 

- 

13. Household npnlirnces. Other machinery 



Househnld-type refrigerators 

49.00 

39.0 

Automatic k semi-automatic centrifugal 



washing machines 

34.27 

- 

Roller gins, non-automatic 

20.99 

10.2 

Automatic feer.ers (for gins) 

23.97 

12.4 

14. Electrical appliances. Other machinery 



Electric bulbs , 

35.43 

20.5 

Starter anr. stationary batteries 

38.23 

- 

Tractional batteries 

39.15 

- 

Electrothermal instruments 

26.47 

- 

15. Electronic Eouipment 



Statistical cards for electronic machines 

' 


(TL/per 2,000 cards) 

13.14 

- 

16. Automotive Eouipment 



Springs 

38.04 

22,0 

Roller lining (flexible) 

38.93 

22.5 

Others 

28.80 

16.4 

17. Railway Equipment 



Wagons (railway carriages of-all types) 

29.93 

15.8 
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Table C-2 (Con't.) 


Turkey's Export Rebate System: 

List II: Permanent Rates Allowable for Specific Commodities 
(Percentage of Export Price or Unit Amounts Pale 1 to Exporters) 


New Previous 

Rate Rate 


IT. Tourism 


Gifts and To urist ic Item s 


Meerschaum procucts 10,00 3.9 

Silver manufactures 10,00 

Other tourist end gift items 18,00 


Source : 

New Rates: Decree No. 6/9863, effective April 30, 1968; in Official Gazette 
No. 12887 

Previous 

Rates: Decree No. 6/8749, effective August 12, 1967; in Official Gazette 
No. 1271.3 
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Table C-3 

Turkey's Export Rebate System} 

List III: Items Excluded from Rebate System 


Item No:' 

Material 

1 

Egg yolks 

2 

Strained honey 

3 

Intestines, bladders & stomachs of animals 

4 

Sinews, tendons, parings, and similar wastes 
raw hides and skins 

5 

Eeatherea bin. skins and feathers 

6 

Bones, horns, wastes ond dusts 

7 

Pulses (processed) 

8 

Pried roots and tubers 

9 

Processed or dried fruit 

10 

Shelled hazelnuts, almonds, etc. 

11 

Fruit peelings 

12 

Shelled, peanuts 

13 

1deswax 

14 

Lolasses 

15 

Br/;.n and other residues 

16- 

Oil cakes 

17 

Leaf tot)0ceo tiid tobacco refuse 

18 

iktd.as and skins 

19 

QaV on and cotton wastes 

20 

RngS and waste 

21 

Rei sims 

22 

Figs 

23 

hft-'clnuts 

24 

M‘-. j tgl ores 

25 

Gnrils end snail meat 

26 

Cs-’d carpets and rugs 

27 

Rice 

28 

Salted olives 

29 

Rose oil 

30 

Benzol 

31 

Walnut logs and lumber 

32 

Exposed f|ilm 

33 

Ground red pepper 

34 

Fish meal 

35 

Tar (processed from coke) 


Source : Decree No. 6/8749, effective August 12, 1967 (Official Gazette 

No. 12713)J and Decree No. 6/9863, effective April'30, 1968 (Official 
Gazette No. 12887) 
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Table C-£ 

Turkey's Export Rebate System 

Commodities Receiving Temporary Rebates of 15% or 5% of Export Price 


Serial 

No. _Pr oduct 

35.^ Group (Products Subject to Production Tax) i 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 


Carbon paper 
Typewriter ribbon 
Fish net 

Upholstery material 
Tires 

Storage bottery, accessories 
Eye-glass frames 
Wooden parquet 
Uiesel engines 

Ladies' and chilc’ens' underwear 
Medical nno surgical cloth 
Brass procucts 
Steel products 
Table cloth (cotton) 

Articles (polyester/cotton) 
Kerosene lamp wicks 
V/orsted woolen material 
Valves, water 
Bathroom fixtures (chrome) 
Material from vlscon yar 
Aluminum cables and profiles 
Nylon and poplin-shirts 
Workers uniforms 
Electrical ten-brewing sets 
Synthetic necktie material 
Metal tablewear 
Radio sets 

Speedboats (fiber, polyester) 

Woolens, ready-to-wear 

Paste for phonograph records 

Plumbing articles, various 

Washing machines 

Gas cooker, enameled 

Artificial leather and flooring 

Woolen jersey cloth 

Cotton lining material 

Quality woolens, ready-to-wear 

Bathing suits 

Woolen underwear 

Cotton bed sheets 

Springs 
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Tabl e C-A (Con't.) 

Turkey,'s Export Rebate System: 

Commodities Receiving Temporary Rebates of 15?; or 5% of Export Price 


Serial 

K f o. 


Product 


15# Group (Products Subject to Production Tax) (Con't.) : 


42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 
61 
62 

63 

64 

65 

66 

67 

68 
69 


Saw bloc os 

Cutters for machine tools 
Chocolate 

Semi-boots and shoes 
Computer cares 
Pressure cookers 
Trucks 

Silk ono cotton ready-to-wear 

Jersey cloth, synthetic 

Electric and electronic items, materials 

Locks 

Oil filters 

Gas, LFu stoves, ovens, heaters 
Tooth paste 

Plasticisers (DOP, DIOA, DEP) 

Mecicnl piasters 

Central heating boilers, radiators 

Aikio resin 

Gun oii 

IDT and BHC 

Flooring tiles 

Iron for concrete structures 
Textiles,- cotton/synthetic 
Rcedy-to-wear, cotton/ synthetic 
Textiles, woolen/synthetic 
Ready-to-wear, wooler^/synthetic 
Mecicnl and pharmaceutical items 
Glass wool, fiber and articles 


5# Group (Products Not Subject to Production Tax) ; 

1 Ore concentrates (ex. copper) 

2 Heat-insulation plates 

3 Synthetic wood 

4 Toilet soap 

5 Men's shoes 

6 Lokum (Turkish r> slight) 

7 Refrigerated and frozen meat 

8 Lire rods 

9 Pest-control drugs 

10 Leather and products 

11 Slippers 



Table C-Z. (Con't.1 


Turkey'8 Export Rebate System 

Commodities Receiving Temporary Rebates of 15# or 5# of Export Price 


Serial 

No, Product 

5# Group (Products Not Subject to Production Tax) (Con't.) 

12 Sesame sweetmeat (helva) 

13 Foundry casting 

14 Marble, onyx (not over 6 cm.) 

15 Boracite, packed 

16 Lried fish 

17 Pure sulphur 

18 Mercury 

19 Acrylic plates (advertising) ‘ %, , 

20 Shelled and packaged filberts, dried, sliced, or bleached 

21 White cheese 

22 Crushed borite 

23 Crushed calcite 

24 Conned meat 

25 Powder, talc 

26 Powdor, Kaolin 

27 Penol, dehydrated, crude 

28 Glycerine 

29 Laundry soap 

30 Macaroni, etc, 

3lL Dried vegetables 

32 Plates from scrap wood 

33 Textiles from crude silk 

34 Napthalene 

35 Cement 


Source : Official Gazette 12818, February 5* 1968 and IKA Bulletin No, 4293, 
February 6, 1968, . 
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Annex D . Propose! for a Trpde RvpnnBion and Liberalization (TEL) Proflrajn 
for Turkey - R. Elberton Smith 

I. Basic Characteristics and Initial Operation 

Under the present proposal, Turkey would institute, effective January 1, 
1969, a five-year program of Trade Expansion and liberalization (TEL). The 
primary objectives of the program would be the simultaneous promotion of 
exports, expansion of imports, and liberalization of foreign trade. Under TEL 
Turkish exporters initially would be allowed to retain, for their own use or 
resale in the free market, 20 percent of the foreign exchange proceeds of all 
their exports. Holders of such free foreign exchange (TEL exchange) would 
automatically be entitled to import, up to the value of TEL exchange held by 
them, any commodity eligible under the existing import regime for importation 
from convertible currency countries. No taxes, fees, or other charges or 
restrictions would be permitted against TEL exchange, and no deposit require¬ 
ments or other taxes or fees, except those customarily levied upon importation 
(to be specified in the basic regulation establishing TEL) would be applicable 
to imports financed with TEL exchange. In order to build up a competitive free 
market for TEL exchange, all commercial banks in Turkey would be authorized to 
buy and sell such exchange without restriction except for minimal regulations 
to insure fair and competitive treatment of buyers and sellers. In designing 
and implementing TEL procedures, the central objective would be simplicity of 
procedures and avoidance of unnecessary delays and paperwork, thereby insuring 
maximum expedition both of payments to exporters and of importation and customs 
clearance for importers. Further administrative and operating details of TEL 
might be somewhat as follows. 
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1 . Initial Role of Central Bank tinder TEL « The Turkish Central Bank 
would establish a opecial foreign exchange account (TEL account) exclusively 
for handling deposits, wtl,hdrawals, and balances of TEL exchange (20$ of export 
proceeds). Deposits to the TEL account, and simultaneous issuance to exporters 
of certificates of deposit, would he made immediately upon receipt of notifica¬ 
tion of transfer by the foreign bank making payment to Turkish exporters. 
Turkish exporters would thus receive 80 percent of the proceeds of their 
exports in the form of Turkish lira, converted at the official rate, and 20 
percent in the form of a numbered and negotiable TEL Foreign Exchange Certifi¬ 
cate and General Import License (TEL certificate). TEL certificates would 
evidence the obligation of the Central Bank, within the total amount and kind 
of currency specified therein, to (l) transfer upon demand and to the order of 
the holder, in one or more instalments, TEL exchange in payment for authorized 
imports; (2) issue upon demand and to the order of the holder, specific TEL 
import licenses in the required commodity categories and amounts. TEL exchange 
for any particular currency would thus be completely divisible and fungible; it 
would also be convertible to the extent of the convertibility of the currency 
specified in the certificate. 

2. Negotiability of TEL Certificates . TEL certificates would be issued 
in the name of the original exporter, and would be completely negotiable by 
him, with transfer of ownership indicated by simple endorsement. In the 
interest of simplicity and to minimize further endorsements, sales by other 
than the named exporter might be restricted to purchases by importers or banks. 
Restriction of sales in the first instance completely to banks would be unde¬ 
sirable, inasmuch as the Turkish banking system is actually and potentially too 
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oligopolistic, as well as being subject to governmental and central bank 
controls, to guarantee completely competitive buying and selling rates. How¬ 
ever, the option of exporters to sell to anyone, and of such purchasers as well 
as named exporters to sell directly to importers, who in turn could obtain the 
foreign exchange and specific import licenses directly from the Central Bank, 
would tend to keep bank rates competitive. 

3. Role of Commercial Banks . Commercial banks would be empowered to act 
both as dealers and brokers in TEL exchange, and would be free to establish 
their own buying and selling prices as dealers, and their rates of commission 
as brokers. Although banks would probably prefer to act as dealers for most of 
their TEL transactions, they should alGo have the freedom to act as brokers in 
order to handle large or unusual transactions. Banks would be required to post 
at all times theii* buying and selling rates as dealers; publication of bid and 
asked rates as brokers might be left optional, to permit negotiation as 
required. In addition to posting the continuous course of exchange rates, 
banks would be required to submit monthly reports to the Central Bank summa¬ 
rizing their transactions in the currencies concerned. 

It would obviously be desirable to utilize the commercial banks as fully 
as possible, both for the convenience of the trading community and' to simplify 
Central Bank accounting. By virtue of their widely dispersed network of 
branches and established relations with the Central Bank y commercial banks 
could create a highly efficient market for TEL certificates. Certificates 
acquired by commercial banks would be deposited to their TEL account in the 
Central Bank, against which they would sell TEL exchange to importers at the 
prevailing market price. Commercial banks would have on hand a supply of 
streamlined TEL Import License forms, and when se llin g TEL exchange would 
prepare and transmit these to the Central Bank for processing, endorsement, and 
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return. Prompt action by the Central Bank would be routine, since no policy 
problems or questions of foreign exchange availability would be involved. The 
Central Bank would simply charge the commercial bank’s TEL account, issue the 
foreign exchange transfer notice to the importer’s overseas correspondent, 
reduce its own holdings of TEL exchange, and countersign the TEL license, for 
return to the importer via the commercial bank. The details of notification, 
transfer, etc., would utilize and improve upon procedures in effect at the 
present time. As indicated above, importers holding directly acquired TEL 
certificates would be free to deal directly with the Central Bank, obtaining 
TEL licenses and exchange transfers on presentation of certificates. The 
Central Bank would establish its own buying and selling rates, fairly close to 
commercial rates, to take care of refunds and overages when dealing directly 
with importers. Other desirable features and improvements on the above sugges¬ 
tions would be developed both before and after commencement of the program by 
drawing on the suggestions of all interested sources. 

II. Transition to Full Liberalization 

The longer-term objective of the TEL program would .be full liberalization 
of Turkey’s foreign trade regime approximately by the end of 1973. By this is 
meant elimination of quantitative and other direct controls, and restoration of 
exchange rate flexibility, for all commercial exports and imports of merchan¬ 
dise, between Turkey and convertible currency countries, by the indicated date. 
Liberalization of Turkey’s bilateral trade arrangements, as well as service and 
capital items in Turkey’s balance of payments, involves separate or additional 
problems and would be separately handled. The selection of the target date 
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represents a compromise between two basic requirements: (l) the necessity for 
Turkey to attain basic economic viability, particularly in her external 
economic relations, by the end of the period of large-scale external economic 
assistance; and (2) the need for on orderly transition to full liberalization, 
during which continual progress toward liberalization would be maintained while 
minimizing sudden shocks and strains on the Turkish economy. In order to move 
the program steadily toward liberalization, the free market proportion of total 
export earnings would be increased 20 percent annually, reaching 100 percent by 
the end of 1973 * 

During the transition period the Turkish government would adjust its 
foreign exchange allocation policies and procedures to reflect the increasing 
use of the market mechanism for distributing export-earned foreign exchange. 
Since the TEL system does not contemplate a basic change in the character of 
commodity eligibility for importation during the transition period, the central 
task of allocation policy would be the systematic reduction in the volume and 
kinds of raw materials and capital items continuing to receive import subsidies, 
at the expense of exports, through the artificial cheapening of foreign curren¬ 
cies when converted into Turkish lira. 

In making such reductions the basic criteria would be economic efficiency 
and essentiality, with the emphasis on more complete utilization of industrial 
capacity already in being. While allocation policies and criteria developed 
through the experience of the past decade would continue to be of impor¬ 
tance, these would be reviewed and adapted in the light of changing conditions 
under the liberalization program. Closer and more intimate cooperation between 
the GOT and the private sector would, help to achieve a more economic division 
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of foreign exchange, both within and between the public and private sectors. 

The Union of Chambers has recently pointed to excess capacity among small arti¬ 
sans favored by cheap interest rates and foreign exchange* Similar excesses no 
doubt exist, possibly on a larger scale, in state economic enterprises similarly 
favored. Perhaps a Joint committee, with equal representation from public and 
private sectors, could be formed to review both sectors and make public its 
findings and recommendations concerning excess capacity and allocation problems 
in general. In any event, state economic enterprises and government agencies 
would, in general, be required to pay the prevailing rate of exchange for 
foreign currencies on the same basis as the private sector. 

It is of major significance to note that the TEL program would deal with 
only a portion of Turkey's total foreign exchange availabilities. Foreign 
exchange made available through external assistance programs, workers' remit¬ 
tances, and service transactions would still be subject to allocation by the 
GOT, and other foreign exchange, including private foreign investment and 
inconvertible currency credits under bilateral trade agreements, would continue 
to be available to the Turkish economy as a whole. While the TEL program would 
thus fall considerably short of full liberalization of Turkey's total external 
economic relations by 1973, it would accomplish liberalization of the most 
important and dynamic portion thereof. In so doing it would realize three 
major objectives, all of which are prerequisite to Turkish economic viability 
and her capacity to successfully enter common market arrangements with the EEC: 
(l) it would provide Turkey with balanee-of-payments equilibrium in the most 
important and vulnerable sector of her total external accounts; (2) it would 
provide, from the very beginning of the program, a powerful incentive for 
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expansion of exports and Increased domestic production of all exportable 
commodities} (3) it would, throughout the program, stimulate more efficient 
utilization of imports and the development of self-sustaining domestic indus¬ 
tries capable of producing import substitutes on a sound economic basis. The 
essence of the TEL proposal is the systematic preparation of the Turkish 
economy for the eventual replacement of aid with trade. It seeks to do this 
by building into the Turkish economy the basic economic mechanism for identi¬ 
fying relative essentiality, obtaining maximum production, and minimizing the 
dissipation of scare resources. The achievement of this objective in the vital 
sector of external economic relations is indispensable to its achievement else¬ 
where in the Turkish economy. Only by creating the basic conditions for 
maximum efficiency and productivity throughout the economy can Turkey fully 
realize her goal of true economic development on a permanently self-sustaining 
basis. 

III. Special Issues and Problems 

Many specific questions, issues, and problems will naturally arise in a 
consideration of the operation and probable effects of the proposed program. 

The more fundamental economic policy issues underlying the present proposal are 
discussed at length in the memorandum "Background Material for Proposals to 
Liberalize Turkey’s Foreign Trade Regime." The following questions and answers 
are addressed to a few of the more obvious issues. 

1. How Will TEL Expand Turkey’s Export Earnings? 

For many years all of Turkey's exporters have been operating under 
discriminatory foreign exchange rates senlng to subsidize cheap'imports at the 
expense of exports. This artificial cheapening o;' foreign currencies, through 
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the instrument of governmenxally adopted and enforced "official" rates of 
exchange, has produced an across-the-board reduction in money receipts by 
Turkish exporters for all commodities sold by them in foreign markets. This 
reduced level of money receipts has resulted in prices per unit inadequate to 
cover unit costs of production for normal levels of output in all export indus¬ 
tries. Under such artificially depressed prices only the most efficient firms 
and industries can survive, and even these can produce and export only at 
reduced levels of output. A restoration of export earnings to levels provided 
by free-market exchange rates will enable Turkey to expand production and 
exports not only in traditional lines but in new export industries as well. 

2. Should All Exporters Bo Allowed to Benefit from TEL ? 

Some export "bonus systems" adopted by various countries attempt to 
distinguish between "traditional" and "new" exports, and to reward only the 
latter for all or increased quantities of exports. Such systems are, in 
general, economically unsound, inequitable, costly to administer, and ulti- . 
mately self-defeating. Export earnings from all economically self-sustaining 
sources must be presumed equally desirable and, therefore, be accorded equal 
treatment. This applies to both old and new exports, whether from long-established, 
recently-established, or future firms and industries. The attempt to correctly 
ascertain how much of each of hundreds of different commodities or items 
individual firms or industries, old or new, have produced and/or exported in 
each and every past year, or some average thereof, is itself an impossible task. 

A further attempt, on the basis of information thus obtained, to confine the 
benefits of future production and/or exports only to quantities in excess of 
past amounts or averages would soon become as obviously inequitable as it is 
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economically unsound in conception. An attempt even to correctly and 
completely define and identify an ’’export industry,” "export firm,” or "export 
product” is fraught with insuperable difficulties and is completely unnecessary 
for purposes of export expansion in free markets. TEL is not an export "bonus" 
system; it does not set up a class system for exporters; nor does it attempt to 
reward or penalize exporters for past production. It does, however, belatedly 
attempt to restore Turkish exporters to a normal competitive position with the 
rest of the world in international markets, and to provide equal opportunities 
in the future for all Turkish exporters to receive the true market value of 
their exports. 

3. Will High TEL Exchange Rates Penalize Importers and Excessively 
Reward Exporters? 

TEL exchange rates will be determined by demand and supply in a free 
market. If the free market rate exceeds the arbitrarily fixed official rate, 
the difference in rates is more a measure of the artificiality of the official 
rate than it is an indication of excessiveness of the free rate. The higher 
free market rate represents, in fact, a higher price voluntarily paid for a 
superior commodity of obviously greater value. The superior commodity repre¬ 
sented by the free rate is an immediately available supply of foreign exchange, 
usable for the purchase of any of a wide range of essential imports. The 
inferior commodity represented by the official rate is typically either a non¬ 
existent or inadequate supply of foreign exchange available only after months 
of waiting and uncertainty, and usable only for narrowly specified purposes. 
Since all importers who purchase TEL exchange do so voluntarily, and since all 
exporters are allowed to retain an equal proportion of their earned exchange, 
none can be said to be excessively rewarded or penalized. 



If, on the other hand, the question is asked whether some exporters and/or 
export industries will moke increased profits under TEL, the answer is that all 
exporters and export industries will tend to moke higher profits under TEL. 

That is the purpose of the TEL proposal, since increased earnings and profits 
are the mechanism by which Turkey can most efficiently and rapidly expand her 
exports, production, and overall GNP, High profits in an industry furnish both 
the stimulus and the investible resources for greater production. High profits 
not only encourage existing firms to expand production but attract new firms, 
new workers, new capital, and new ideas into the industry. The overall result 
is a rapid increase in productive capacity and output, with a consequent 
increase in market supply, reduction of prices, and ever-widening distribution 
of the fruits of the economic development thus achieved. There are thus three 
characteristics of profits in a competitive economy which are particularly 
relevant to a discussion of export expansion in Turkey: (l) such profits are 
earned profits, representing superior performance and efficiency in meeting the 
economy’s most urgent needs; (2) they provide investible resources for further 
expansion of productive capacity; (3) they are soon reduced by competition, 
expanded output, and lower prices to the average rate of return on invested 
capital throughout the economy. These characteristics of profit and the profit 
motive in . a truly corapeCitive economy not only protect the society against any 
serious incidence of "unjust enrichment"; they are society's best guarantee of 
high-level productivity and greater abundance for all. If there is any genuine 
concern over the possibility of high-level profit in Turkey’s export industries, 
or elsewhere in the economy, such concern can be constructively addressed to 
the development and improvement of a truly viable and workable competition 
throughout Turkey. 
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4. If TEL Eventually Claims 100 Percent of Bxrnort Earnings, lieu Ulll 
the GOT Bo Able to Service Turkey's External Debts and Still Pro¬ 
vide Allocations of Forcing Exchange for Essential Imports? 

Foreign exchange, whether required for debt payments or other essential 
purposes, is obtainable only from two sources: (l) a country's own earnings; 
(2) grants or other loans from other countries. Since grants and loans are an 
undependable and otherwise tinsatisfactory source of foreign exchange, the 
expansion of earnings becomes paramount. Merchandise exports are actually and 
potentially Turkey's greatest and most dependable source of foreign exchange 
earnings. A substantial increase in exports is essential if Turkey is to be 
able both to service her external debts and continue high-level imports. 
Unfortunately, for the past 15 years, Turkey's exports have grown far less 
rapidly than her external debt. Exports have failed to grow primarily because 
money earnings in Turkey's export industries have been artifically depressed by 
unfavorable fixed exchange rates. These same artifically established and 
controlled exchange rates have encouraged and stimulated uneconomically large 
quantities of imports. A-high level of imports, greatly in excess of exports, 
may be entirely economical when financed by grants, but may become uneconomical 
when grants are replaced by loans which require repayment in foreign exchange. 

A viable exchange rate, capable of moving in response to balance-of-payment6 
deficits, tends to bring imports and exports into an economical balance by 
expanding exports and eliminating the least essential imports. TEL exchange 
rates possess this kind of viability and result in an expansion of total 
foreign exchange availability. Fixed exchange rates, because of their basic 
tendency to overvalue the domestic currency, tend constantly to limit and 
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reduce the total available supply of foreign exchange. The adoption of TEL 
exchange rates ;rill enable the GOT systematically to disengage itself from the 
costly, uneconomical, and basically unnecessary task of presiding over the 
distribution of artifically created foreign-exchange shortages in Turkey. By 
restoring the allocation of Turkey's basic supplies of foreign exchange to the 
free market, the GOT will have taken the greatest single fonrord step in accom¬ 
modating Turkey to competitive conditions in the European Common Market and the 
world at large. The GOT would still have access to foreign exchange from 
workers' remittances, tourism, other service items, and remaining amountc in 
the external assistance pipeline. If these are not adequate by the end of 1973 
for all genuine needs, the GOT would be free, like other governments as well as 
Turkey's other importers, to purchase its required foreign exchange at prevail¬ 
ing rates in the open market. 

5. Instead of Resorting to a Long Drawn Out Program Such as TEL t 
Why Not Correct Turkey'3 Export-Import Imbalance by a Simple 
Devaluation of the Turkish Lira ? 

A simple, one-shot devaluation is not the solution to the basic problem of 
export-import imbalance. Disturbances of equilibrium in a nation's interna¬ 
tional accounts are constantly taking place and must constantly be redressed. 
Flexible exchange rates in free foreign exchange markets automatically provide 
such required adjustments and are constantly at work to restore and maintain 
equilibrium in a nation's balance of payments. The adoption of fixed exchange 
rates, which was made a requirement for membership in the International Monetary 
Fund (IMF), destroys this mechanism and leaves the system without any automatic 
equilibrating machinery. At the time of the establishment of the IMF it was 
believed or hoped that fixed exchange rates could be maintained by a combina¬ 
tion of monetary and fiscal policies and other voluntary methods. These have 
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failed in virtually all developing countries, either because the correct poli¬ 
cies were not undertaken or because they were inadequate in the face of more 
powerful forces. In most cases the required monetary and fiscal policies were 
consciously or unconsciously rejected in favor of opposing or conflicting mone¬ 
tary and fiscal policies. Like many advanced countries, most underdeveloped 
countries do not wish to forego the use of expansionary fiscal and monetary 
policies to promote economic development, full employment, and expansion of 
governmental activities not easily financed by taxation. Such policies inevi¬ 
tably force the market rate of exchange further and further above the officially 
fixed rate. However, rather than abandon the obsolete official rate, which 
tends to conceal the uogree of de facto internal inflation, such countries 
usually cling to such rates as long as possible, borrowing large sums to 
replenish their rapidly dwindling foreign exchange reserves, and adopting or 
further tightening existing exchange controls. 

The requirements, prohibitions, and ramifications of a full-fledged system 
of exchange controls soon become so numerous and inhibiting that relatively few 
options in the area of international trade and finance remain open to business¬ 
men and firms. Thus all foreign exchange earned or otherwise acquired must be 
surrendered to the state at the price named by the state, and only those firms 
or individuals who receive prior approval are allowed to purchase foreign 
exchange, and thf i only for specified amounts and purposes. The rigidities and 
limitations of specific quotas, the number and kinds of special approvals 
required to obtain foreign exchange even for items on a so-called "liberalized 
list," the tieing up of exorbitant sums of money obtained at high interest 
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rates in order to supply required "guaranty" deposits, the large volume of 
paperwork and costly administration required, the prolonged delays and waiting 
periods, sudden suspensions of further allocations for indefinite periods, and 
many other costs and consequences too numerous to mention are required or 
result from the effort to maintain fixed exchange rates and the exchange 
control system as a whole. The cumulative effect of all these controls is even 
more devastating than fixed exchange rates, as such, in inhibiting the growth 
of exports, imports, ond overall viable economic development. In Turkey as in 
other developing countries these inhibiting effects have been concealed by 
massive injections of external assistance which have financed billions of 
dollars worth of imports in one form or another. 

Liberalization is the terra generally used to denote the elimination of 
direct economic controls such as the foreign exchange controls now existing in 
Turkey. Liberalization is not merely a formal reqi irement of GATT and of the 
European Economic Community, with which Turkey is affiliated and to which she 
is endeavoring to adapt her economy. Liberalization is a basic prerequisite to 
genuine economic viability, which means the capacity to survive and develop in 
a milieu of world markets and competitive prices. 

Devaluation , per se, is merely a change from one official rate to another. 
A simple devaluation, by itself, does nothing to move a nation along the path 
of genuine liberalization. It does nothing to prevent the new officially 
adopted and fixed rate from getting out of line and following the path of its 
predecessor. Specific,overt devaluations, and indeed the very concept of offi¬ 
cial devaluation, are the progeny of exchange control systems and would not , 
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exist in their absence. Domestic currency depreciation, and consequent exchange 
depreciation in international markets, con and will take place under any 
economic system. But currency depreciation, except in the most flagrant cases 
of governmental irresponsibility, is a gradual process and, in a liberal 
eco. omy using free markets and flexible exchange rates, is automatically 
reflected in gradually changing exchange rates. These exchange-rate changes, 
as already described, act to restore and maintain equilibrium in the nation's 
external trade and payments. Fixed rates and exchange control systems, on the 
other l?ond, act to seal off a nation's price system from the rest of the world 
and divorce the externally applied exchange rates from economic developments 
within the country. It is then only a matter of time before the artificial 
rate becomes so far out of line with reality that a major and devastating 
devaluation con no longer be avoided. Such devaluations are most painful and 
embarrassing for government ad produce severe shocks and dislocations through¬ 
out the economy as well as grave inequities and injustices to business firms 
and individuals. In the forlorn hope of avoiding or preventing further embar¬ 
rassment and injustice, governments refuse even to discuss devaluation proposals 
and problems except in darkest secrecy, thuB reducing the communication, inter¬ 
change, and cross-fertilization of ideaB, information, and interests to a bare 
minimum. It is small wonder that in selecting a new official rate of exchange, 
harried officials and their economists, working against deadlines and faced 
with inadequate information and knowledge, have been known to make the final 
choice by the flip of a coin. And well they might, because in the absence of 
an intention and action to eliminate exchange controls, the precise level of 
the official rate is immaterial. 
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Devaluation without liberalization is thus only a temporary palliativ* 
It treats only symptoms, not the basic economic disease or its causes. The 
economic disease in question is the artificial inflexibility of foreign 
exchange rates and the systematic and coercive destruction of free markets 
imposed by on authoritarian regime of foreign trade and exchange controls. 
TEL proposes that Turkey begin now the task of freeing herself from such 
controls. In contrast to the technique of periodic massive devaluation 
without reform, TEL proposes the pathway of gradual reform over a period 
long enough to avoid major shocks and dislocations but short enough to 
keep the goal in mind and get the ,job done. 
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Annex E. Stgtiotlcal Key to Economic Grouping of Everts 

The statistical key used to derive our commodity categories from the 
export data published by the State Institute of Statistics for 19&7 is 
presented in Table E-l. 
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Table E-l 


Key to Exports by Economic Grouping, 1967 


USAID Coiivnodity Categories 
1. Agricultural products: 

a. Cotton 

b, Tobacco 


Turkish Customs 
Tariff Code Numbers 


55.01.00-55.04.00 
24.01.11-60 


Nutss 


(l) Hazelnuts 

08.05.n 

08.05.21-25 

08.05.29 

(2) Other nuts: 


(a) Pistachios 

08.05.14 

08.05.42 

(b) Other 

08.05.32-16 (except 08.03.14) 
08.05.19 

08.05.31-32 

08.05.41 

08.05.43 

08.05.49 

12.01.n-12 

Dried fruit: 


(l) Raisins 

08.04.20 

08.04.31 

08.04.39 

(2) Pigs 

08.03.12-16 

(3) Other 

08.01.50 

08.02.60 

08.12.10-90 
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Table E-l (con't.) 


USAID Commodity Categories 


Turkish Customs 
Tariff Code numbers 


, e. Fresh fruit & vegetables 


(1) 

Citrus 

(2) 

Other 

( 3 ) 

Vegetables 

f. Cereals 

g. Mohair & wool: 

(1) 

Mohair and hair 

(2) 

Wool 

h. Livestock and products 

(D 

Live animals 

(2) 

Meat 

( 3 ) 

Dairy products 

( 4 ) 

Guts, etc. 

( 5 ) 

Hides and skins 

(6) 

Furs 


08.02.11-50 

08.01.10-40 

O 8 . 03 .ll 
08 .04 .10 
08.06.10-30 
08.07.10-90 

08 . 08 . 10-90 

08.09.10-90 

07.01.10-90 

10.00.00 

11 . 00.00 


53.02.00-53.05.00 

53.01.00 

53.03.10-20 

53.04.00 

53.05.10-20 


01.00.00 
02.00.00 
o 4 .oo.00 

05 . 00.00 (except 05.13.00) 

4 i.o 6 .oo 

43 . 00.00 

15 . 07.12 


i. Olive oil 
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Table E-l (coa't.) 


Turkish Customs 

USAID Commodity Categories Tariff Code Numbers 


j, Other agricultural commodities: 


( 1 ) 

Fish 

03 . 00.00 

( 2 ) 

Oil seed calces 

23.03.00-23.04.00 

(3) 

Bran and other fodder 

23 . 00.00 (except 23 . 03.00 and 



23 . 04 . 00 ) 

(4) 

Opium, root extract, etc. 

13 . 00.00 

(5) 

Oil seeds 

12 . 00.00 (except 12 . 01 .U- 12 ) 

( 6 ) 

Chick peas, beans, lentils, etc. 

07 . 05.00 

(7) 

Other 

05 . 13.00 


06.00.00 

07 . 00.00 (except 07 . 01 . 10 - 90 , 

07 . 02 . 00 , and 07 . 05 . 00 ) 
09.00.00 (except 09 .Ol.OO and 
09 . 02 . 00 ) 

14.00.00 

15 . 00.00 (except 15 . 07 . 12 ) 

33.00.00 

45.00.00 

50.01.00-50.08.00 

54.00.00 


2. Manufactures: 


Lumber and products 

44.00.00 

Food products: 


( 1 ) 

Sugar 

17 . 00.00 

( 2 ) 

Fig paste 

20 . 05.10 
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Table E-l (con't.) 


USAID Commodity Categories 

Turkish Customs 

Tariff Code Numbers 

(3) Other food products 

07.0e.00 

08.10.00 08.11.00 
09.01.00-09.02.00 

16.00.00 

18.00.00 

19.00.00 

20.00.00 (except 20.05.10) 
21.00.00 

22.00.00 

c. Textiles and clothing: 


(1) Cloth 

50.09.00-50.10.00 

51.04.00 

52.02.00 

53.11.00-53.13.00 

55.07.00-55.09.00 

56.07.00 

57.09.00-57.12.00 

58.00.00 

59.00.00 

63.00.00 

(2) Yam 

50.04.00-50.07.00 

51.01.00 

51.03.00 

52.01.00 

53.06.00-53.10.00 

54.03.00-54.04.00 

55.05.00-55.06.00 

57.05.00-57.07.00 

59.o4.oo 

(3) Cii‘'thing and shoes 

60.00.00 

61.00.00 

62.00.00 

64.00.00 

65.00.00 

. d. Chemicals and pharmaceuticals 

- . . , < f , * 'f * 

29.00.00 

30.00.00 

31.00.00 

32.00.00 

34.00.00 

36.00.00 

38.00.00 

39.00.00 
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Table E-l (con't.) 


Turkish Customs 

USAID Commodity Categories Tariff Code Numbers 


e. Metals and metal manufactures: 

(1) Ferro chrome 73.02.10 

(2) Electrolytic copper 74.01.10 

(3) Other metals & metal manufactures 72.00.00 

73.00.00 (except 73*02.10) 
74.00.00 (except 74.01.10 
and 74.01.21-24) 

75.00.00 
76.00.00 
78.00.00 
80.00.00 
82.00.00 
83.00.00 
84 .oo.oo 
85.00.00 
86.00.00 
87.00.00 
88.00.00 
90.00.00 
91.00.00 
93.00.00 

f. Tires and rubber goods 40.00.00 

g. Other manufactures: 

(1) Petroleum products 27.10.00-27.16.00 

(2) Stone, clay, glass 68.00.00 

69.OO.OO 

70.00.00 

(3) Other 24.02.10-90 

27.17.00 

35 - 00.00 

37.00.00 

42.00.00 

46.00.00 

47.00.00 

48.00.00 

49.OO.OO 
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Table 15-1 (con't.) 


USAID Commodity Categories 


Turivlr.h Customs 
Tariff Code Hnpborn 


(3) Other (con’t.) 66.00.00 

67 . 00.00 

71 . 00.00 

8 p.00.00 

92 . 00.00 
94 . 00.00 

95.00.00 

95 . 00.00 

97.00.00 

98 . 00.00 

99 . 00.00 


3. Minerals: 


a. 

Copper 

74.01.21-24 

b. 

Borates 

25 . 30.00 

c. 

Chrome 

26.01.4l & 49 

d. 

Lead-zinc 

26 OI .51 & 59 

26 .OI. 61-63 



79.00.00 

e. 

Magnesite 

25 . 19.00 

f. , 

Other 

25 . 00.00 (except 25 . 19.00 


and 25.30.00) 

26.01.11-39 

26.01.71-93 

26 . 02.00 

26 . 03.00 

26.04.00 

27.01.00-27.09.00 
20.00.00 
77.00.00 
81.00.00 



